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FALL IN EXPRESS REVENUES 





The great fall in the income of express com- 
panies raises a big question demanding an answer 
from the American people. Do they think it wise 
to allow the express companies to be wiped out 
of business by the low rates of the parcel post, 
made possible, in part, by the fact that the post- 
office department assumes none of the liabilities 
of a common carrier, unless specially paid for so 
doing; that it forces the railroads to carry its par- 
cels at less than a reasonable rate; and because it 
receives free advertising at the hands of govern- 
ment officials, whose services are paid for by all 
the people, whether they use the service or not? 
Postmasters throughout the country are advertis- 
ing the advantages of marketing by parcel post. 
In so doing they have aroused the ire of retailers 
in various cities. The retailers have protested to 
the newspapers and some of the latter have taken 
up the grievances of the merchants. The latter argue 
that if the postoffice department will advertise their 
places of business and their prices, as it does the 
names and addresses and prices of farmers willing 
to try the parcel post way of doing business, there 
can be no objection. Then everybody will be get- 
ting equal treatment at the hands of public servy- 
ants. The express companies, so far as known, 
have taken no part in the agitation. There is no 
question but that if the parcel post system does 
destroy the express business, the effect will be 
just the same as if Congress had passed an act 
confiscating the express companies’ property. But 
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if Congress had passed a law taking over the prop- 
erty of the express companies, or the Interstate 
Commerce Commission had made an order the ef- 
fect of which would have been confiscation, the 
courts would have intervened with an injunction. 
But there is no relief for those owning express 
property, except in an act of Congress either re- 
pealing the parcel post law, or one giving the Com- 
mission the right to make just and reasonable rates 
for all concerned. 


FEDERAL INCORPORATION 


What practical benefit would be derived from 
an act giving federal incorporation to interstate 
commerce carriers? As to business wholly within 
a state, they would still be subject to state laws, 
unless by the passage of such a bill Congress an- 
nounced its intention of taking complete control 
over all the agencies of commerce between the 
states, which the Supreme Court, in the Minnesota 
rate case, went out of its way, some lawyers think, 
to declare it has the power to do. No one is mak- 
ing any serious contention that the state charters of 
railroads hamper the Commission in its operations 
within the scope of its authority. It is true that 
only a few of the states effectively control the issue 
of railroad securities. But that fact does not ham- 
per the federal regulating body. As soon as Con- 
gress sees fit to give the Commission control over 
issues of securities, the state control over such 
issues ceases wherever and whenever the two 
powers come into the appearance of conflict. There 
is really no conflict—merely an appearance. Yet 
there are many bills before Congress providing for 
the issuance of federal charters. At present none 
of them seems to be making any legislative prog- 
ress. Abuses of the power to issue securities there 
probably have been, but the query is natural as to 
whether, at the time those abuses took place, the 
federal authority would have been any more firm 
in resisting them. 





MOVE THE CARS" |: 





We are printing elsewhere in this issue an ap- 
peal issued by the railroad commission of Texas 
to the Texas railroads and shippers urging them to 
unite to relieve the situation brought about by the 
war in Europe which has made it impossible to ob- 
tain vessels in which to load grain under way to 
Texas gulf ports, and thus brings the state face to 
face with the danger of a shortage of freight cars 
and a congestion of terminals. The occasion justifies 
the appeal which goes directly to the situation. 
But all that the Texas commission has to say 
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would apply as well to the general situation at this 
time of year and is worthy of a wider circulation 
and a broader application than were intended for it. 

It is uceless, the commission says, to attempt 
to fix the blame and it avails nothing to discuss 
whether slippers hold cars too long or whether 
the railroads move them too slowly. The thing 
to do now is to minimize the congestion, and the 
way to do that is for every man to pass every car 
out of his hands in the least possible time. In other 
words, “Move the cars.” It is just this that we 
have been preaching. Now is the danger time all 
over the country, because of the crop movement, 
and there is hardly a place in the country where 
this danger has not been increased in greater or 
less degree, directly or indirectly, by the European 
war which has made conditions so grave at Texas 
and other ports. We hope the traffic men of both 
carriers and shippers will read what the Texas 
commission has to say and act to their mutual ad- 
vantage. The commission well says: “There is 
no such thing as ‘free time.’ You do not pay for 
it in money, but somebody pays and usually you 
help.” 


A WESTERN INCREASE 


Since the decision of the Interstate Commerce 
Commission in the eastern advanced rate case it 
is reported that the western roads have abandoned 
or are about to abandon their plan to make an ap- 
plication for a ten per cent advance in western 
freight rates. It is reported that instead of this 
horizontal increase they will propose a scientific 
readjustment of both class and commodity rates, 
the amount of the increase varying with the char- 
acter of the shipments and the class of traffic. Such 
tariffs would increase some rates and lower others, 
but the general trend would be upward. 


We do not know whether or not these reports 
are true, but they are at least logical. We have 
pointed out before that it would be wise for the 
western roads to delay their application until the 
Commission had decided the eastern case that they 
might have the benefit of the Commission’s action 
and views and it can easily be seen now what a 
saving in time and money it may be to the western 
carriers to have waited. In the light of the Com- 
mission’s recent action and utterances in its report 
it is clear what would probably happen to an ap- 
plication for permission to make a horizontal 10 
per cent increase in the West. The tone of the re- 
port is absolutely adverse to such a course and 
the reported change in the western plan is de- 
cidedly in line with what seems to be the attitude 
of the Commission. We can see no reason even 
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for the western roads taking any concerted action 
unless by that means they can work more effi- 
ciently. It is up to them merely to show that be- 
tween certain points on certain kinds of traffic the 
rates are too low and the Commission has given 
every evidence not only of its willingness to be 
convinced that revenues are not sufficient, but of 
its openmindedness as to means of relief. 


LEADERS IN TRAFFIC 


S. G. Lutz, recently appointed general traffic manager 
of the Chicago & Alton Railroad Co., with headquarters 
in Chicago, entered the railway service Nov. 6, 1890, as 
stenographer in the traffic department, with the Iowa 


Ss. G. LUTZ. 


Central Railway Co. He filled various positions with the 
same company, becoming chief clerk in the freight traffic 
department Sept. 1, 1894; assistant general freight agent 
Jan. 24, 1898. He became assistant general freight agent, 
M. & St. L. R. R., April 1, 1904; freight traffic manager, 
M. & St. L. R. R. and Iowa Central Ry., with headquarters 
at Minneapolis, Minn., Dec. 16, 1908; general freight agent, - 
Chicago & Alton and Toledo, St. Loius & Western Rail- 
road companies, M. & St. L. R. R. and Iowa Central Rail- 
way, with headquarters at Chicago, Dec. 1, 1909. He 
was traffic manager, Minneapolis & St. Louis and Iowa 
Central Railway companies, with headquarters at Min- 
neapolis, from Nov. 1, 1910, until his present appointment. 


NEW CHATTANOOGA DEPOT. 
The Southern Railway has awarded a contract for 
the construction of a new combination depot at East 
Chattanooga, Tenn. 








August 15, 1914 


CURRENT TOPICS IN WASHINGTON 


Legislation Delayed.—The~ death 
of Mrs. Woodrow Wilson, the ship 
registration bill, and the absence of 
so many members of Congress en- 
gaged in their campaigns for re- 
election, brought legislation practically 
to a standstill this week. The federal 
trade commission bill, passed by the 
Senate on August 5, to all intents and 
purposes, has been laid aside ever 
since then: It is in conference. The 
discussion, by the Senate, of the Clayton anti-trust bill, 
which was made the unfinished business in that body 
when the trade commission bill was passed, amounted to 
nothing. While it is the program to make no changes 
in either that or the Rayburn railroad securities bill, 
which follows the anti-trust measure as the unfinished 
business, it is necessary to go through the forms of 
consideration. Senator Smoot, one of the Republican 
leaders, adheres to his estimate that Congress will be 
ready to adjourn about August 28. That means, however, 
speed on the part of both houses. It can be attained 
only by the disappearance of the opposition, passive and 
active, that was manifested during the consideration of 
the trade commission bill. Senator Reed of Missouri, 
one of the opponents of the trade regulation bill, in giv- 
ing reasons for voting for instead of against the bill, said 
he did so because any bill is better than none. He spoke 
on the assumption that his vote would have made im- 
possible the passage of the measure embodying the New- 
lands idea. Those interested in getting the bill through 
credited Reed with a desire to “get back on the reserva- 
tion” rather than with the possession of any other mo- 
tive. They believe he would have voted against the bill 
if he had thought it politic to do so. They said he had 
been hearing from the “folks back home.” If their as- 
sertion is accurate, then senators who might be ex- 
pected to oppose the anti-trust bill, may decide it unwise 
to offer resistance. Such a determination, on the part 
of a number of senators, would make possible adjournment 


by the time Smoot says. 








Armour Car Line Case.—The Armour Car Line case, 
decided by. Judge Landis on July 17 in favor of the 
Commission when he held that private car lines are 
common carriers, will probably be the next large ques- 
tion before the federal Supreme Court. . Attorneys for 
that company, in the briefs submitted by them in the 
Commission’s private car inquiry, asked where a private 
car line, if it is a common carrier,. must furnish cars? 
On the line where its shops are located, where it has its 
principal office or where its president or some other 
official lives? There are disputes as to whether a com- 
mon currier railroad must furnish cars at a particular 
switch on some other road, but there is no question 
about its duty to furnish cars for shippers located on 
its own rails. If the courts hold private car lines to be 
common carriers, the work of formulating rules under 
which they must furnish cars for shippers will be a “man’s 
job.” If private car lines are common carriers, when 
does the owner of a car become a common carrier and 
if a car owner becomes a common carrier, what becomes 
of the Procter & Gamble demurrage case decision? The 
string of questions that can be asked is about as long 
as a healthy man’s imagination on a day when he feels 
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that he must do something to improve his business if he 
is to avoid the sheriff. Of course the ideal condition would 
be the one in which every railroad furnishes all the cars 
shippers need, even as it would dispose of the tap-line 
and the industrial railways matters if all railroads were 
at all times willing and able to furnish all the branches 
prospective shippers thought would be profitable. 





New Haven Agreement.—Attorney-General McReynolds, 
biding his time and allowing the burst of feeling against 
the old New Haven regime to die down somewhat, has 
made an agreement with the new management of that 
road looking to changes to bring it within what are be- 
lieved to be the terms of the anti-trust law in their 
application to railroads. The agreement is that the trus- 
tees shall sell the Boston & Maine stock within a year. If 
they fail to do so then, the question is to be brought before 
the trial court, in which pends the application of the 
government for the dissolution of the merger. 


The question as to whether each share of stock is to 
be stamped showing that Massachusets reserves the right 
to buy it, is left open to determination by the court, or to 
the determination of the Massachusetts legislature. The 
latter gets into the proposition by reason of the fact that 
by amending the charter of the Boston Holding Co. it 
can divest the state of the right to acquire the stock in 
the manner indicated, instead. of the ordinary process of 
condemnation. 

Whether the company shall get rid of its steamship 
lines is to be left to the determination of the Inter- 
state Commerce Commission under the Panama Canal Act. 
The first insistence of the government that the railroad 
eompany should get rid of its navigation interests looked 
like the application of the anti-trust law to defeat the in- 
tent of the Panama Canal Act, under the terms of which 
the question as to whether a land carrier should continue 
an interest in a carrier by water is left to the determina- 
tion of the Commission. 

The New Haven is also to continue in ownership 
of the New York & New England and the Rutland, and 
the agreement with the New York Central in respect of 
the Boston & Albany is left untouched; The first de- 
mand called for the sale of the Merchants & Miners 
steamship lines and the cancellation of the B. & A. agree- 
ment. Theoretically the M. & M. line has been disposed 
of, but the inquiries of the Interstate Commerce Com- 
mission indicate that it. is not such a divestment as it 
would insist upon if it had come to a conclusion that it 
would be against the public interest for the New Haven 
to continue its ownership or control. Such a conclusion 
would probably never be reached because control of the 
M. & M. gives the New Haven a line into the south. The 
suppression of competition by reason of its control would 
be small, in comparison with the: competition created to 
the South. 

The first demand also required the divestment of ‘the 
New Haven of its Rhode Island and Connecticut trolleys, 
and its water terminals. Such an unscrambling as that 
first demand required would probably never have been 
suggested if the question had been submitted to the 
Interstate Commerce Commission. It meant that higher 
rates would have to be allowed, because one-line hauls, 
in many instances, would become two-line hauls. The 
Commission long ago recognized the fact that where two 
organizations are concerned, there must be a recognition 
of the greater cost, except on long hauls, in which the 
transfer is a simple switching operation. Aj. 
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Decisions of Interstate Commerce Commission 


BOWLING GREEN CASES 


CASE NO. 4310 (31 I. C. C., 1-5) 


BOWLING GREEN BUSINESS MEN’S PROTECTIVE 
ASSOCIATION OF BOWLING GREEN, KY., VS. 
LOUISVILLE & NASHVILLE RAILROAD CO. ET AL. 


FOURTH SECTION APPLICATIONS NOS. 1601 AND 1604. 


Submitted Juy 7, 1914. Decided July 10, 1914. 


1. The construction of through rates from Chicago and Mil- 
waukee territories to Nashville, Tenn., by the addition. of 
proportional rates from points of origin to the Ohio River 
to the local rates from the river to Nashville, contrasted 
with the construction of rates to Bowling Green by the 
addition of the local rates to and from the river crossings, 
not found to result in undue discrimination against 
Bowling Green. 

2. The construction of through rates from Indianapolis territory to 
Nashville by the addition of proportional rates from points 
of origin to Louisville to the local rates from that point 
to Nashville contrasted with the construction of through 
rates to Bowling Green by the addition of the local rates 
to and from Louisville found to discriminate unjustly 
against Bowling Green. 


3. The construction of through rates from Indianapolis terri- 
tory to Nashville by the addition of proportional rates 
from points of origin to Ohio River crossings other than 
Louisville contrasted with the construction of through 
rates to Bowling Green by the addition of the local rates 
to and from Ohio River crossings not found to result in 
undue discrimination against Bowling Green. 

T. W. Thomas and R. C. P. Thomas for complainant. 

W. A. Colston and William Burger for Louisville & 
Nashville Railroad Co. 

D. P. Connell for Chicago-Ohio River lines. 


C. B. Cardy for Chicago & Eastern Illinois Railroad 
Co. 


M. S. Connelly for Pittsburgh, Cincinnati, Chicago & 
St. Louis Railway Co. 


Supplemental Report of the Commission. 
MEYER, Commissioner: 


The report and order of the Commission in the above- 
entitled case required the carriers to publish rates for 
the transportation of interstate freight from and through 
Louisville, Ky., to Bowling Green, Ky., not higher than 
the rates concurrently effective on like traffic from the 
same points of origin to Nashville, Tenn. The Louisville 
& Nashville Railroad Co. thereupon reduced the local 
rates applicable upon interstate freight from Louisville 
to Bowling Green to the level of the Nashville rates. 
From all territory north of the Ohio River from which 
the rates to points in Kentucky and Tennessee are made 
by combination on Louisville, the rates to Bowling Green 
are now the same as to Nashville. From points in Chi- 
cago, Milwaukee and Indianapolis territories, the rates 
to Tennessee points east of the Illinois Central Railroad 
and to points in many other states are made by the use 
of proportional rates to the Ohio River added to the local 
rates from the Ohio River crossings to destination, while 
the rates to Kentucky points from the same originating 


territories are made by using the local rates to and from 
the Ohio River. 

The proportional rates from Chicago to all these Ohio 
River crossings are, on classes 1 to 6, inclusive, 5, 4, 3, 
2, 2 and 2 cents per 100 pounds less than the local rates. 
Since the local rates from Louisville to Bowling Green 
are now the same as to Nashville upon this traffic, the 
through rates from Chicago, Milwaukee and Indianapolis 
are now 5, 4, 3, 2, 2 and 2 cents per 100 pounds higher 
than to Nashville, to which point Bowling Green is inter- 
mediate on the route through Louisville. 

The complainant in this case called the attention of 
the Commission to the situation existing and prayed for 
an order which would correct the alleged discrimination 
against Bowling Green. The Commission thereupon re- 
opened the case and held a hearing concerning the rea- 
sonableness and lawfulness of the proportional rates from 
these points in Central Freight Association territory to 
the river crossings applicable on traffic to Nashville while 
higher rates are exacted from the same originating ter- 
ritory to the river on traffic destined to Bowling Green. 
At the same time there was set for hearing that portion 
of Fourth Section Application No. 1604, filed by C. E. 
Fulton, agent, on behalf of carriers parties to his tariff 
No. A-43, which asks authority to continue lower propor- 
tional rates on traffic from Chicago, Milwaukee and Indi- 
anapolis territories to the river crossings on business 
destined to Nashville than the local rates concurrently 
effective on like traffic when destined to Bowling Green. 

No -testimony was presented by the complainant at 
the hearing relative to the issue involved. The defend- 
ants showed that prior to 1905 the lines north of the 
Ohio River published rates to points in what is known 
as Green Line territory, which were constructed by tak- 
ing the local rates to the Ohio River and adding thereto 
the locals of the lines leading south from the river to 
destinations. Green Line territory includes all points 
south of the main line of the Norfolk & Western Railway 
from Portsmouth, Va., to Bristol, Tenn., thence south 
of the Kentucky-Tennessee state line east of the IIli- 
nois Central Railroad and east of the Illinois Central 
and Mobile & Ohio railroads passing through Jack- 
son, Tenn., Tupelo and Meridian, Miss., to, but not 
including, Mobile, Ala. In February, 1905, very material - 
reductions were made from New York and other eastern 
cities and from the Ohio and Mississippi River crossings 
to many of the points in the Southeast. This was followed 
by reductions in rates from St. Louis. Rates from that 
point were made by adding certain fixed arbitraries to 
the rates from the nearer crossings, Cairo, Paducah and 
Evansville. 

The carriers reaching the Ohio River and St. Louis 
and known as the St. Louis Osio River lines, notably the 
Illinois Central and the Chicago & Eastern Illinois, reduced 
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these arbitraries by 5, 4, 3, 2, 2 and 2 cents per 100 pounds 
on classes 1 to 6, respectively. 

In May, 1905, a meeting was called by the carriers 
reaching Chicago and the Ohio River, and known as the 
Chicago-Ohio River lines, and a resolution was introduced 
proposing the same reductions in the rates from Chicago 
as had been made from St. Louis and providing that 
these reductions should be taken from the divisions then 
accruing to the lines north of the river on business to 
Green Line territory. This was opposed by most of the 
carriers and the resolution was defeated. The Illinois 
Central and the St. Louis & San Francisco Railroad com- 
panies, the latter-named line then controlling the Chicago 
& Eastern Illinois, thereupon announced that they would 
publish proportional rates from Chicago to Cairo, Paducah 
and Evansville, applicable upon business destined to 
points in Green line territory, which would be 5, 4, 3, 
2, 2 and 2 cents per 100 pounds on classes 1 to 6 less 
than the local rates. These two lines, reaching via their 
own rails, both Chicago and St. Louis, were in position 
to force the reductions they sought, and on May 17, 1905, 
the reduced rates were made effective. 

The territory of destination included all points in Vir- 
ginia and West Virginia south of the Norfolk & Western 
Railway; all points in North Carolina, South Carolina and 
Georgia; all points in Florida except Pensacola; all points 
in Alabama except Mobile; all points in Mississippi east 
of the Mobile & Ohio Railroad, and all points in Ten- 
nessee east of the Illinois Central Railroad. The pro- 
portional rates do not apply to any points in Kentucky 
except Middlesboro and Fonde, two points in the extreme 
eastern end of the state, very close to the Tennessee state 
line. 

The defendants asserted that the proportional rates 
torced upon the other Chicago-Ohio River lines by the 
competition of the Illinois Central and Chicago & Eastern 
Illinois have been applied to a wide territory, reaching 
from the north boundary of Tennessee to the Gulf of 
Mexico. It is asserted further that there is no reason, 
competitive or geographical, for the application of these 
proportional rates on traffic destined to Bowling Green 
that does not apply with equal force to every other point 
in the state of Kentucky. This contention has some merit. 
Under the stress of competition these carriers constructed 
their rates from Chicago, Milwaukee and Indianapolis 
territories to Green Line territory by accepting for the 
haul to the Ohio River something less than their local 
rates. To accept less than their local rates to one point in 
non-competitive territory and to exact the local rates on 
traffic to other points may have the effect of creating a 
preference at that point and a prejudice against other 
points. The local rates from Louisville to Bowling Green 
are now no higher than to Nahville, and the only advan- 
tage now possessed by Nashville over Bowling Green is 
the advantage which it receives by reason of its location 
in Green Line territory and the reductions made thereto 
by the Chicago-Ohio River lines from Chicago, Milwaukee 
and Indianapolis territories in 1905. 

In those instances in which these reductions to points 
in Green Line territory have not resulted in higher charges 
for the shorter haul to Bowling Green than for the longer 
haul to Nashville, the shorter haul being included within 
the longer, we are of the opinion that unjust discrimina- 
tion has not been thereby brought about against Bowling 
Green. 

On the route through Louisville the rates from these 
territories to Nashville are less than to Bowling Green, 
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an intermediate point. This constitutes a departure from 
the strict requirements of the fourth section, and may 
result in undue discrimination against Bowling Green 
unless the routes through Louisville to Nashville are at 
a substantial disadvantage as against the routes through 
Evansville. The distance from Chicago to Nashville via 
the Chicago & Eastern Illinois to Evansville and the Louis- 
ville & Nashville from Evansville to Nashville is 439 
miles, while the route through Louisville via the Cleve- 
land, Cincinnati, Chicago & St. Louis Railway, Chicago 
to Louisville, and the Louisville & Nashville beyond, is 
508 miles. The line through Louisville is approximately 
115 per cent of the short line through Evansville. The 
distance from Milwaukee, Wis., to Nashville via Louis- 
ville is also approximately 115 per cent of the length of 
the route through Evansville. From Indianapolis, however, 
the short route is via Louisville, and the route via that 
point is at no disadvantage as against the Evansville 
route. 


There are many points in Central Freight Association 
territory taking Milwaukee, Chicago, or Indianapolis rates 
to Nashville, but these three points are probably fairly 
representative of their respective groups. We are of the 
opinion that these carriers should be authorized to con- 
tinue proportional rates from Chicago and Milwaukee 
territories to Louisville applicable on business to Nash- 
ville and local rates upon traffic destined to Bowling Green, 
although this results in lower total through charges from 
these territories of origin to Nashville than to Bowling 
Green. We are also of the opinion that the through 
charges from Indianapolis territory via Louisville to Bowl- 
ing Green should not exceed the rates concurrently 
effective on like traffic to Nashville. 

That portion of application No. 1604 which asks au- 
thority to continue lower proportional rates from Indi- 
anapolis territory to Louisville applicable on business 
destined to Nashville than the rates concurrently ap- 
plicable on like traffic when destined to Bowling Green 
will be denied. 


The contention of the Louisville & Nashville Railroad 
Co. made by its counsel in argument that the Commission 
should vacate its fourth section order, which denied au- 
thority to continue lower rates from Louisville to Nash: 
ville than to Bowling Green on interstate traffic, was not 
supported by convincing evidence showing or tending to 
show that the Commission had erred in its original find- 
ing. The order heretofore entered will remain in effect, 
except in so far as it may be necessarily modified by the 
finding and order herein made with respect to the rates 
from Chicago and Milwaukee territories. 


FOURTH SECTION ORDER NO. 4063. 


Application No. 1604 asks among other things for 
authority to continue proportional rates from points in 
Chicago, Ill, Milwaukee, Wis., and Indianapolis, Ind., 
territories to the Ohio River on traffic destined to Nash- 
ville, Tenn., which are lower than the rates concurrently 
applicable on like traffic from the same points of origin 
to the Ohio River when destined to Bowling Green, Ky. 

One portion of application No. 1952 asks authority to 
conunue lower rates on interstate traffic via Louisville, 
Ky., to Nashville, Tenn., than the rates concurrently ap- 
plicable on like traffic to Bowling Green, Ky. 

A public hearing having been held and full investi- 


gation of the matters and things involved in the above- 
described portions of these applications having been had: 
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It is ordered, That that portion of Fourth Section 
Order No. 1361 of May 10, 1913, reading as follows: 


It is ordered, That that portion of said application, No. 
1952, which seeks authority to continue to charge lower rates on 
traffic through Bowling Green, Ky., to and from Nashville, 
Tenn., than are contemporaneously in eect on like traffic to 
and from Bowling Green be, and the same is hereby, denied, 
effective May 21, 1913— 


be, and the same is hereby, amended to read as follows: 

It is ordered, That that portion of said application, 
No. 1952, which seeks authority to continue to charge 
lower rates on traffic through Bowling Green, Ky., to and 
from Nashville, Tenn., than are contemporaneously in 
effect on like traffic to and from Bowling Green, Ky., be, 
and the same is hereby, denied, except as to traffic from 
and to Chicago, Ill., and Milwaukee, Wis., territories, 
effective Sept. 15, 1914. 

It is further ordered, That that portion of application 
No. 1604 which asks authority to continue proportional 
rates from Indianapolis, Ind., territory to Louisville, Ky., 
on traffic destined to Nashville, Tenn., which are lower 
than the rates concurrently applicable on like traffic when 
destined to Bowling Green, Ky., be, and the same is 
hereby, denied, effective Sept. 15, 1914. 

It is further ordered, That carriers participating in 
the rates published in tariff of C. E. Futlon, agent, I. C. C. 
No. A-43, be, and they are hereby, authorized to continue 
proportional rates from Chicago, Ill., and Milwaukee, Wis., 
territories to the Ohio River crossings on traffic destined 
to Nashville, Tenn., which are lower than the rates con- 
currently applicable on like traffic from the same points 
of origin to the Ohio River when destined to Bowling 
Green, Ky. 

And it is further ordered, That carriers participating 
in the rates published in tariff of C. E. Fulton, agent, 
I. C. C. No. A-43, be, and they are hereby, authorized to 
continue proportional rates from Indianapolis, Ind., ter- 
ritory to Ohio River crossings other than Louisville, Ky., 
on traffic destined to Nashville, Tenn., which are lower 
than the rates concurrently applicable on like traffic from 
the same points of origin to the Ohio River when destined 
to Bowling Green, Ky. 

The Commission does not hereby approve any rates 
that may be continued or established under this authority, 
all such rates being subject to complaint, investigation, 
and correction if in conflict with any provision of the act. 


NEW HAVEN INQUIRY 


—_— 


CASE NO. 6569 (31 I. C. C., 32-132) 
IN RE FINANCIAL TRANSACTIONS OF THE NEW 
YORK, NEW HAVEN & HARTFORD RAILWAY CO. 


July 11, 1914. 


In response to a resolution of the Senate, the results of a 
further investigation by the Commission into the financial 
transactions of the New York, New Haven & Hartford 
Railroad Company are submitted in the following report, 
with expressions of opinion and recommendations. 


( 
Report of the Commission to the Senate of the United 
States. 
BY THE COMMISSION: 

The Commission has the honor to submit the follow- 
ing report in compliance with the resolution of the Sen- 
ate dated Feb. 7, 1914:* 

Scope of the Investigation. 

In the former investigation, known as the New Eng- 
land Investigation, 27 I. C. C., 560 [The Traffic World, 
July 12, 1913, p. 92], the Commission had access only to 
the books of accounts of the New York, New Haven & 


*See Appendix. 
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Hartford Railroad Co., the Consolidated Railway Co., the 
Connecticut Co. and the Rhode Island Co. No minute 
books, stock books, or correspondence files of these com- 
panies were obtained in their entirety, but only such 
reference to same was available as was specifically re- 
quested. The financial affairs of these companies con- 
stituted only one branch of this investigation. In the 
present proceeding the Commission has inquired into the 
financial affairs of the entire New Haven system. 

Since the former investigation there has been a 
change in the executive officers of the New Haven system. 
In justice to the present management it is but fair to 
say that its chief executive officer and his special counsel 
have co-operated with the Commission and rendered it 
substantial assistance throughout this investigation. 


Public hearings were held extending over a period 
of 60 days of almost continuous session. Witnesses in a 
position to have knowledge of the transactions under 
scrutiny were examined. In the search for truth the 
Commission had to overcome many obstacles, such as the 
burning of books, letters and documents and the obstinacy 
of witnesses who declined to testify until criminal pro- 
ceedings were begun for their refusal to answer questions. 
The New Haven system has more than 300 subsidiary 
corporations, in a web of entangling alliances with each 
other, many of which were seemingly planned, created 
and manipulated by lawyers expressly retained for the 
purpose of concealment or deception. Ordinarily in in- 
vestigations of this character evidence is easily adduced 
by placing the witnesses upon the stand, but in this 
investigation the witnesses other than the accountants 
for the Commission were in the main hostile, and with 
few exceptions their testimony was unwillingly given. 

The result of our research into the financial workings 
of the former management of the New Haven system has 
been to disclose one of the most glaring instances of 
maladministration revealed in all the history of American 
railroading. In the course of the investigation many in- 
stances were uncovered of violation of the laws of dif- 
ferent states. As these were not understood to be per- 
tinent to our inquiry under the Senate resolution, we did 
not follow them into their details. As pointing to viola- 
tions of state laws, we have turned over the evidence 
concerning local occurrences in New York City to the 
district attorney for the proper district, and the testi- 
mony relating to irregularities in Massachusetts and 
Rhode Island has been laid before the proper authori- 
ties of those states. The Commission has also furnished - 
the Department of Justice with a complete record of the 
testimony. 

The difficulties under which this railroad system has 
labored in the past are internal and wholly due to its 
own mismanagement. Its troubles have not arisen be- 
cause of regulation by governmental authority. Its great- 
est losses and most costly blunders were made in at- 
tempting to circumvent governmental regulation and to- 
extend its domination beyond the limits fixed by law. 


The subject matter of this inquiry relates to the 
financial operation of a railroad system which, on June 


_ 80, 1903, had a total capitalization of approximately $93,- 


000,000, of which $79,000,000 was stock and $14,000,000 
bonds. In the ten years from June 30, 1903, this capitali- 
zation was increased from $93,000,000 to $417,000,000, 
exclusive of stock premiums, or an increase of $324,000,- 
000. Of this increase approximately $120,000,000 was 
devoted to its railroad property and was expended for 
betterments and equipment. This leaves the sum of 
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$204,000,000, which was expended for operations outside 
of its railroad sphere. Through the expenditure of this 
sum this railroad system has practically monopolized the 
freight and passenger business in five of the states of 
the Union. It has acquired a monopoly of competing 
steamship lines and trolley systems in the section which 
it serves. The financial operations necessary for these 
acquisitions, and the losses which they have entailed, have 
been skillfully concealed by the juggling of money and 
securities from one subsidiary corporation to another. 


Significant Incidents. 


Marked features and significant incidents in the loose, 
extravagant and improvident administration of the finances 
of the New Haven as shown in this investigation are 
the Boston & Maine despoilment; the iniquity of the West- 
chester acquisition; the double price paid for the Rhode 
Island trolleys; the recklessness in the purchase of 
Connecticut and Massachusetts trolleys at prices exor- 
bitantly in excess of their marget value; the unwarranted 
expenditure of large amounts in “educating public opin- 
ion;” the disposition, without knowledge of the directors, 
of hundreds of thousands of dollars for influencing public 
sentiment; the habitual payment of unitemized vouchers 
without any clear specification of details; the confusing 
interrelation of the principal company and its subsid- 
iaries and consequent complication of accounts; the prac- 
tice of financial legerdemain in issuing large blocks of 
New Haven stock for notes of the New England Nav- 
igation Co., and manipulating these securities back and 
forth; fictitious sales of New Haven stock to friendly 
parties with the design of boosting the stock and unload- 
ing on the public at the higher ‘market price”; the 
unlawful diversion of corporate, funds to political organ- 


izations; the scattering of retainers to attorneys of five 
states, who rendered no itemized bills for services and 
who conducted no litigation to which the railroad was a 
party; extensive use of a paid lobby in matters as to 
which the directors claim to have no information; the 
attempt to control utterances of the press by subsidizing 
reporters; payment of money and the profligate issue of 


free passes to legislators and their friends; the invest- 
ment of $400,000 in securities of a New England news- 
paper; the regular employment of political bosses in Rhode 
Island and other states, not for the purpose of having 
them perform any service, but to prevent them, as Mr. 
Mellen expressed it, from “becqming active on the other 
side”; the retention by John L. Billard of more than 
$2,700,000 in a transaction in which he represented the 
New Haven and into which he invested not a dollar; the 
inability of Oakleigh Thorne to account for $1 032.000 of 
the funds of the New Haven intrusted to him in carrying 
out the Westchester proposition; the story of Mr. Mellen 
as to the distribution of $1,200,000 for corrupt purposes 
in bringing about amendments of the Westchester and 
Port Chester franchises; the domination of all the affairs 
of this railroad by Mr. Morgan and Mr. Mellen and the 
absolute subordination of other members of the board of 
directors to the will of these two; the unwarranted in- 
crease of the New Haven liabilities from $93,000,000 in 
1903 to $417,000,000 in 1913; the increase in floating notes 


from nothing in 1903 to approximately $40,000.000 in 1913; 


the indefensible standard of business ethics and the ab- 
sence of financial acumen displayed by eminent financiers 
in directing the destinies of this railroad in its attempt 
io establish a monopoly of the transportation of New 
England. A combination of all these has resulted in the 
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present deplorable situation in which the affairs of this 
railrioad are involved. 
The New York, Westchester & Boston Railway Co. 

The Westchester is a story of the profligate waste of 
corporate funds. The road was not necessary as a part 
of the New Haven system. It parallels other lines al- 
ready owned by the New Haven and traverses territory 
which the New Haven already served. That it was recog- 
nized as unnecessary by the New Haven itself at its in- 
ception is evidenced by the fact that the New Haven 
sought an injunction to restrain the construction of this 
road on the specific ground that it was not in answer to 
any public necessity and paralleled its already existing 
line. 

The enormous sum of $36,434,173.25 was expended for 
a road only 18.03 niiles in extent, which is being operated 
at an annual loss of approximately $1,250,000, and which 
will have to increase its earnings four and one-half fold 
before it can pay its operating expenses and fixed charges. 
It is inconceivable that this enterprise could have been 
entered into by the New Haven as a result of the mandates 
of good judgment and proper railroading. 

The Westchester acquisition was planned and ex- 
ecuted by a special committee of the board, consisting of 
directors Morgan, Rockefeller and Miller, with President 
Mellen as chairman. The vote appointing this committee 
“on proposed competition between the Connecticut state 
line and Harlem River, with power,” does not disclose an 
intention to authorize the buying of charters and pro- 
motion securities and the building of a new railroad, much 
less one at a. cost of $36,000,000. It is ambiguous and was 
evidently intended to conceal a secret purpose. The full 
board was not taken into the confidence of those directors 
who wanted these securities purchased, and no report 
was ever made by this committee placing the situation 
as they found it before the board. 

The first information the board had concerning the 
extravagant acquisition of Westchester and Port Chester 
securities was on Nov. 8, 1907, when this committee made 
its only report. It was then learned that $11,155,000 had 
been expended in obtaining control of these two insolvent 
promotion schemes, and that this expenditure carried with 
it an obligation to construct two railroads, under fran- 
chises of doubtful validity, paralleling the existing line 
of the New Haven. 


The committee had kept minutes of its meetings, 
which were filed with its report, but these show little be- 
yond the authorizations to the president of the New Haven 
to deposit large amounts from time to time with J. P. 
Morgan & Co. in an account which appeared on the books 
of that banking firm as “special account No. 2.” The com- 
mittee made a contract with Oakleigh Thorne and Marsden 
J. Perry, both presidents of banks which were’large cred- 
itors of the companes whose securities were to be ac- 
quired. The contract authorized and required Thorne and 
Perry to purchase for the New Haven 66 per cent of the 
stock of the several companies, and when this was done 
they were to construct the railroad. The contract is re- 
markable in that no limit is placed on the amount that 
might be paid for the securities or expended in building 
the road, but these parties were to receive, as commission 
for their services, 7144 per cent of the amount expended. 

There is no record that this committee ever required 
from these parties an itemized statement of the disburse- 
ments they made of the funds advanced from “special 
account No. 2”; nor was any such statement ever ren- 
dered. No vouchers were taken. Special account No. 2 
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on the books of J. P. Morgan & Co. shows nothing more 
than the lump sums received from the New Haven and 
the disbursement of the same to Thorne and later to the 
Millbrook Co. on notes of the respective payees. It ap- 
peared during the progress of this investigation that the 
personal records of Thorne which might have shown the 
detail of these disbursements had been burned by him in 
January, 1912. 

In a letter of Oct. 30, 1906, to C. S. Mellen from the 
attorney, Frances Lynde Stetson, who was representing 
all the parties in the deal, namely, J. P. Morgan & Co., 
the Millbrook Co., Perry and Thorne, and the New York 
New Haven & Hartford Railroad Co., there is the follow- 
ing language which is significant as to the course the 
committee was pursuing: 


Referring to the conversation this morning between your- 
self, Mr. Thorne, and myself, it has occurred to me that it 
is possible that Mr. Thorne’s purchases and even his pay- 
ments may have to begin before he sha!l have ascertained 
the validity of the two principal charters. which he is to 
acquire, and that in the event of the development subsequently 
of their invalidity it might be that the money spent would 
be money lost. 


The report of this committee, however, was unani- 
mously “approved, ratified and confirmed” at the meeting 
of the board of Nov. 8,. 1907, at .which the following di- 
rectors were present: Mellen, Rockefeller, Morgan, Mil- 
ner, Thayer, Brooker, Brush, Warner, Cheney, Miller, 
Skinner, Barney, Taft, Wittemore, Elton, Hemingway, 
Robertson, Robbins and Parker. 

After this meeting of the board at which this unde- 
tailed report was ratified, Mr. Mellen went to see Mr. 
Morgan, and requested more information as to the ex- 
penditure of the amounts. According to Mr. Mellen’s evi- 
dence, Mr. Morgan asked him if he knew who wrote the 
report, and upon Mr. Mellen’s reply, “Yes; Mr. Stetson 
wrote it,” Mr. Morgan asked him, “Do you think you know 
more than Stetson?’ Mr. Mellen admitted he did not, 
and apparently acquiesced, but took the precaution to 
write upon the back of his report, while still smarting 
under the humiliation of the interview with Mr. Morgan, 


the following words: 


The trouble with this is there is nothing to show who 
got the money for the truck turned over. I don’t like the 
looks of it, and I don’t see why the matter should not be 
made plain. If I had the stock and sold it, I should expect 
others would state they bought it of me; but that don’t seem 
to have been the disposition here. I never have known the 
first thing about who originally he!d the securities, what they 
were sold for; and no one has thought I was entitled to know. 
Perhaps I am not. I would feel better if there were at least 
a disposition to let me know something more than appears 


in the record. 
. 11-9-1907.. (Signed) C. S. M. 


The New Haven had now acquired two franchises with 
routes parallel to each other and its own line at a distance 
of only a few hundred yards apart. Some money had been 
spent on each route by the promoters, as required by their 
franchises, in acquiring real estate, surveying, and minor 
construction. The franchise for the route for which the 
larger sum had been expended, the Westchester, was under 
attack in the courts. Only $281,860.64 had been spent on 
the Port Chester route, and a proceeding had been insti- 
tuted against this franchise, because the construction work 
had not progressed as required. So the validity of both 
franchises was beclouded. An application had been made 
to the proper authorities to permit the consolidation of the 
two projects and the construction of one road, but this was 
tied up in the courts by injunction proceedings in which 
an appeal had been taken from an order granting the in- 
junction. 

With all this conflicting litigation pending, matters 
were necessarily in a most unsatisfactory state and at a 
tangled standstill. After all the large expenditures which 
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this committee had made in acquiring the stocks of these 
companies there was still outstanding 34,053% shares of 
the stock of the New York, Westchester & Boston Rail- 
road Co., which proved to be the instrument of delivery. 
According to the testimony of Mr. Mellen, the deliverer 
appeared in the person of the late Thomas J. Byrnes, at 
one time an inspector of police in New York City. 

The solution of the difficulties was the further ex- 
penditure of $1,524,072.77. This was artfully arranged by 
having the New Haven on June 15, 1908, transfer to its 
subsidiary, the New England Navigation Co., 8,000 shares 
of its stock at $150 per share, which the navigation com- 
pany in turn transferred to Charles S. Mellen, the presi- 
dent of both corporations, who conducted the negotiations. 
On March 5, 1909, an additional 1,495 shares of New Haven 
stock at $158 per share was in like manner placed in Mr. 
Mellen’s possession, and certain sums of money were also 
advanced to him from time to time. 

There were just 13 things that had to be done, ac- 
cording to Mr. Mellen, to get the Westchester out of its 
franchise difficulties, and it is significant that all amend- 
ments to the franchises were obtained, and the sequence 
was that the New Haven, in addition to these things, re- 
ceived 30,431 of the 34,05314 outstanding shares of the 
New York, Westchester & Boston Railroad Co. stock, 
which Mr. Mellen testified was not worth 10 cents a pound. 
The testimony is somewhat occult, but tae character of 
the transaction is no less certain. This money was used 
for corrupt purposes and the improper expenditures cov- 
ered up by the transfer to the New Haven of these worth- 
less securities. 


In explaining how these negotiations were conducted, 
Mr. Mellen testified that it was intended that one share od 
New Haven stock should be exchanged for three shares of 
Westchester stock. When the New Haven stock was not 
immediately at hand he issued to the messenger who 
brought Westchester stock a duebill which was in terms 
an order on himself to pay on demand to bearer the speci- 
fied number of shares of New Haven stock or its equiv- 
alent in cash at $150 per share, with accrued dividends. 
Many of these duebills were not presented until Mr. Mel- 
len’s connection with the New Haven was severed, and 
five of them, aggregating $50,000 approximately, are still 
outstanding. During the time the duebills were outstand- 
ing, Mr. Mellen collected the dividends on the New Haven 
stock which they represented, and at each dividend period 
unknown messengers would appear in his office at the 
Grand Central Station in New York City and demand these 
dividends, which Mr. Mellen would then pay with his per- 
sonal checks, so drawn that the identity of the persons 
cashing them could not be ascertained. It seems very 
strange that Mr. Mellen was not able to identify with any 
particularity anyone with whom he had these transactions 
except the late Thomas J. Byrnes. 

4,0 comment is neccessary to make clear to the mind 
the corrupt and unlawful nature of this transaction, and 
it would seem that the amount illegally expended could be: 
recovered from Mr. Mellen and the directors who author- 
ized it. 

Almost coincident with the above transaction there: 
was a further expenditure of $1,135,935.41 made to settle 
a suit brought by one Gotshall, a contractor, against Thorne: 
and Perry, which the New Haven paid under the contract 
which this special committee had made with the parties. 
This further amount must also be charged against the 
Westchester acquisition. 

One of the provisions of the contract with Thorne and’ 





August 15, 1914 


Perry permitted the New Haven to rescind, in which event 
the damage to these parties was to be arbitrated by J. P. 
Morgan & Co. The contract was rescinded, and Thorne 
and Perry claimed $500,000 as their damages. The at- 
torney, Francis Lynde Stetson, represented the New Haven 
in the settlement and incidentally the matter was never 
arbitrated by J. P. Morgan & Co., but the final settlement, 
under the terms of which the New Haven paid Perry and 
Thorne $275,000, was agreed upon by the attorneys of the 
contending parties. This made a total of $1,060,000 which 
Perry and Thorne pérsonally received. At the time terms 
of settlement were being discussed, L. S. Miller, president 
of the Millbrook Co. and of the New York, Westchester 
& Boston Railway Co., addressed a letter to President 
Mellen in which he stated that from an examination of 
the books and records which had been made, it appeared 
that Perry and Thorne had been overpaid to the extent 
of some $1,729,000. From the detailed report of the ex- 
amination made by the accountants for the Commission 
of the books of the Millbrook Co. and the other companies 
concerned in the Westchester acquisition, which forms a 
part hereof and is included as Exhibit A in the appendix 
hereto, it appears that of the moneys disbursed by Perry 
and Thorne $1,032,000 remains to be accounted for by 
them. 

From the evidence it appears that the understanding 
with Thorne and Perry was that they were not to receive 
7% per cent commission on any money disbursed before 
the execution of the contract of Dec. 4, 1906. From the 
books it appears that $4,050,000 was disbursed by them 
prior to this date and that Thorne and Perry charged 
and collected their commission on this amount, amounting 
to $303,750. 
by the attorney for the New Haven when the confpromise 
settlement was agreed on and, it would seem, is still due 
the New Haven, and should be recovered from Perry and 
Thorne, or from the directors who permitted it. 

The total sum therefore that was expended as the 
result of the action of this committee aggregates $14,- 
090,008.18. 

When the details of this acquisition were exposed in this 
investigation it was urged in explanation that, by reason 


of the heavy terminal charge exacted from the New Haven - 


on passengers delivered at the Grand Central Station, it 
was very desirable that the New Haven have another en- 
trance into New York City and that the Westchester pro- 
vided such an entry. A very casual study, however, of 
the map of the Westchester and the New Haven lines into 
New York impeaches the reasonableness of any such ex- 
planation. The New Haven, over the lines of the Harlem 
River & Port Chester Railroad Co., a road then owned by 
it, had an entrance into New York City via Second Av- 
enue and Third Avenue elevated lines. The Westchester, 
as now constructed, uses the tracks of the Harlem River 
and Port Chester from One Hundred and Seventy-fourth 
Street into New York via these elevated stations. The 
subway has been constructed as far as Westchester Av- 
enue and is being extended to One Hundred and Eightieth 
Street, where a transfer station will be established with 
the Westchester, the two being some 300 feet apart at 
this point. At One Hundred and Seventy-fourth Street, 
however, the subway is only two or three blocks removed 
from the Harlem River and Port Chester. If the New 
Haven had wanted an entrance into New York City via 
the subway, it could have established a transfer station 
somewhere with this Harlem River line, just as it is pre- 
paring to do with the Westchester at One Hundred and 
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Eightieth Street. It should be noted, however, that this 
subway line is to be extended through to Mount Vernon, 
N. Y., paralleling the Westchester to that point, and fur- 
nishing a through rapid service into New York City. 
Again, the Westchester has no visible connection with the 
main line of the New Haven below New Rochelle, and it 
cannot relieve the New Haven of a larger part of its com- 
muter traffic, on which the Grand Central terminal charges 
are so serious a burden, than could the Harlem River and 
Port Chester. 

In January, 1910, after the many franchise diffi- 
culties were cleared away, the Port Chester and West- 
chester were consolidated into one company, designated as 
the New York, Westchester & Boston Railway Co., which 
company then constructed the line now known as the West- 
chester. This line is an electrified road extending from 
East One Hundred and Seventy-fourth Street, New York 
City, to Mount Vernon, N. Y., a distance of 6.83 miles, 
which is for the most part an elevated structure of four 
main-line tracks, as required by the franchise. From 
Mount Vernon two of the main-line tracks diverge and 
extend to New Rochelle, N. Y., a distance of 2.16 miles, 
and the other two tracks extend to White Plains, N. Y., a 
distance of 9.04 miles, the whole aggregating main line 
owned of 18.03 miles. The construction cost of this road, 
as reported June 30, 1913, was $22,344,165.07, itemized as 
follows: 


Tangible street-railway capital 
Right-of-way 78 
Electric line 625,978.67 
Building and structures 1,569,575.82 
Rolling sfock and miscellaneous equipment 843,169.39 
Undistributed construction expenses, including in- 

terest 4,536,444.62 


To this figure, however, must be added the $14,090,- 
008.18 expended before the construction began, making 
a total of $36,434,173.25, which yields the remarkable per- 
mile cost of $2,020,752.81. 

In providing the money for this construction, bonds 
to the extent of $17,000,000, sold at a discount of $1,200,000, 
were issued on the property, bearing the guaranty of the 
New Haven. This guaranty has meant a drain on the New 
Haven resources of $1,250,000 per annum, since the earn- 
ings of the Westchester fall this far short of paying the 
fixed charges on the property. The president of the 
Westchester testified that the earnings of his road would 
have to increase 4% times before the Westchester would 
become self sustaining. 

What could have been the motive for unloading the 
Westchester upon the New Haven at the expense of the 
stockholders of the latter must be left largely to con- 
jecture. The one accomplished result, however, of the 
Westchester transaction was the stifling of possible com- 
petition into New York City from New England. 

The blame for the Westchester rests squarely upon 
the directors of the New Haven road. Some are guilty for 
acts committed; others, the greater number, for their 
failure to act. They are alike culpable and responsible 
to the stockholders. 


Rhode Island Trolleys. ‘ 


The purchase of the Rhode Island trolleys was another 
instance of millions wasted in acquiring properties that 
bring an annual deficit instead of a surplus, and consti- 
tute a liability instead of an asset in the New Haven 
system, 

The trolley lines of Providence and vicinity are op- 
erated by the Rhode Island Co. under a 999-year lease. 
To acquire control of this company the New Haven ex- 
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pended in money and securities $24,352,336.41. The Rhode 
Island Co. represents.a cash investment of only $9,685,- 
500, which was expended for improvements and extensions, 
being the par value at $100 per share of 96,855 shares of 
capital stock issued. All of this stock is owned by the 
New Haven; 53,510 shares were acquired from the New 
England Navigation Co. on May 18, 1908, in exchange 
for certain notes of the New England Investment & Se- 
curities Co., the stock in certain Massachusetts trolley 
companies, and in liquidation of cash advances to the nav- 
igation company. The remaining shares were acquired 
through cash advances direct to the Rhode Island Co. 


The navigation company obtained the stock of the 
Rhode Island Co. through merger of Jan. 31, 1908, with 
the Providence Securities Co., which company then owned 
this stock. The Providence Securities Co. acquired the 
stock by issuing $19,899,000 of its debenutres in exchange 
for the securities of the Rhode Island Securities Co., and 
it was through this exchange that the New Haven. obtained 
its control of the Rhode Island property. 

The Rhode Island Securities Co. was then wound up. 
The Providence Securities Co. now exists only in name 
since its merger with the Navigation company, but its 
debentures, amounting to $19,899,000, still stand as a 
liability of the Navigation company and bear 4 per cent 
interest. These debentures are guaranteed by the New 
Haven road, both as to principal and interest. 

The interest on the Providence Securities Co.’s de- 
bentures is paid by the Navigation company. Taking into 
account this expenditure and the interest on the money 
which the New Haven has invested in the Rhode Island 
trolleys, these properties have stood the New Haven sys- 
tem an average annual loss of approximately $648,680. 

The evidence shows that the Rhode Island trolley 
transactions were deliberately entered into with a full 
knowledge of the large deficit that they would bring, and 
with the determination to acquire trolley control in Provi- 
dence regardless of expense. 

A committee of the board of directors of the New 
Haven has been appointed for the purpose of looking into 
the Providence trolley situation, with a view of purchas- 
ing that property, and this committee, after considering 
the proposition, reported adversely. Not content to abide 
by this action of his board, Mr. Mellen, after some six 
months, revived the matter. This was done after a con- 
ference between Mr. Mellen and former Senator Nelson 
W. Aldrich, who was largely interested in the United 
Traction & Electric Co., the largest lessor company. 

The United Gas Improvement Co. of Philadelphia, that 
controlled this property under lease, had capitalized the 
future hopes of the proposition into a holding company 
known as the Rhode Island Securities Co. and had issued 
$19,899,000 of debentures, which represented an investment 
of approximately only $6,000,000. The difference in these 
amounts was, as Mr. Mellen testified, merely capitalized 
water. 

Not to be deterred by extravagant expenditure, Mr. 
Mellen undertook to exchange the debentures of the Provi- 
dence Securities Co., which he had created for the pur- 
pose, for these debentures of the Rhode Island Securities 
Co., and to add thereon the guaranty of the New York, 
New Haven & Hartford Railroad Co., both as to principal 
and interest. The result of the transaction was to enable 


the. United Gas Improvement Co. to realize par value on 
these securities based merely upon lively expectation of 
future possibilities, and thereby immediately placed the 
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burden of the watered stock upon the backs of the New 
Haven stockholders. 

The millions that were made from this transaction 
did not come through magic, but were brought into ex- 
istence at the expense of the stockholders of the New 
Haven, upon whom and the public the yoke of giving 
value to these securities ultimately rested, and the New 
Haven stock was diluted to the extent of the water thus 
added. This gas company also owned some Connecticut 
trolley lines, and it was made a further condition of the 
Rhode Island trolley acquisition that the New Haven 
take over these properties. 

When the details had been worked out by Mr. Mellen 
for the assuming of this additional burden the board of 
directors without question acquiesced. Mr. Mellen testi- 
fied that these Connecticut trolleys represented a pay- 
ment of about $10,000,000 more than their value. 

This transaction seems such an extravagant pur- 
chase as makes it a matter of interest just who owned 
the securities of the Rhode Island Securities Co. This 
information could be furnished from the stock books of 
that company. but during the progress of this investigation 
it was learned that these books had also been burned. 
A detailed report on the Rhode Island trolleys is to be 
found in the appendix made a part hereof, Exhibit B. 

The Rhode Island and Connecticut trolley ventures 
are further evidences of the prodigality in the expendi- 
ture of the money of the New Haven stockholders in 
carrying out an unlawful policy of transportation monopoly. 


The Steamships. 


The New Haven, from time to time, had felt the 
harassing effect of competition from the steamship lines 
that pliéd between the several larger cities that it served. 
Restless of any limitation of his power, President Mellen 
proceeded to acquire the steamship lines and thereby stifle 
this interference with the New Haven properties. 

Th Hartford & New York Transportation Co. cost 
the New Haven $2,538,916.78; the Eastern Steamship Cor- 
poration cost $4,200,000; the Merchants’ & Miners’ Trans- 
portation Co. cost $5,774,500; the New Bedford, Martha’s 
Vineyard & Pawtucket Steamboat Co. cost $141,700; the 


-New England Steamship Co. cost $12,100,000; the Maine 


Steamship Co. $17,300, or a total of $24,772,416.78. 

The testimony shows that the physical valuation of 
the properties acquired as a result of these outlays ap- 
proximates something like $10,000,000. The New Haven 
advises that it has recently disposed of its holdings in 
the Merchants’ & Miners’ Transportation Co. at a loss 
of $3,594,500. 

These steamship lines were not acquired by the New 
Haven openly, but covertly and by devious methods. 
Dummy companies and dummy officers and directors were 
used in financial maneuvering that resulted in the New 
Haven controlling these steamships. 

In connection with these steamship purchases it was 
necessary to have piers. The record shows money pay- — 
ments in connection with pier leases which were unmis- 
takably improper, and these payment were covered up 
by being charged on the books of other companies to the 
New Haven under such headings as “repairs on steamers.” 

There were payments to one John Hall McKay of 
many thousands of dollars for which no itemized vouchers 
were given. Mr. McKay left for Europe after this inves- 
tigation was commenced, and his evidence could not be 
secured. These pier leases in the city of New York are 
controlled by public officials, as the municipality owns 
the piers, and arrangements for the leases had to be made 
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through these officials. But because of the methods em- 
ployed to conceal these expenditures by increases of cap- 
ital stock and otherwise, it has been impossible to give 
any total amount of these payments. 

After Mr. Mellen had obtained control of every boat 
line of any importance in New England he suddenly changed 
his attitude when the public discovered the real owner- 
ship. It was then that he proposed and urged that they 
be disposed of, but in this he was overridden by his board. 


Steamers “Yale” and “Harvard.” 


One of the most complicated problems resulting from 
corporate entanglement and intercorporate transactions is 
the method by which the New York, New Haven & Hart- 
ford Railroad Co. eliminated the steamers Yale and Har- 
vard from competition in New England passenger traffic 
and secured control of certain freight steamers and wharf 
property in Boston. 

In 1910 the Metropolitan Steamship Co., which owned 
wharf property, freight steamers and the passenger boats 
Harvard and Yale, operating between New York and 
Boston, was in the hands of a receiver appointed by a 
United States court in Portland, Me. 

These assets passed from the receiver to the Assets 
Realization Co. of New York, and, pending negotiations 
with Mr. Mellen for the acquisition of this property, passed 
to a new corporation then organized, known as the Metro- 
politan Steamship Co. of New Jersey. 

The negotiation with Mr. Mellen for the taking over 
of this property had proceeded up to the point where Mr. 
Robbins, the general counsel for the New York, New 
Haven & Hartford Railroad Co., was instructed by Mr. 
Mellen to prepare a letter accepting a proposition for 
the sale of a controlling interest in the corporation then 
owning the wharf property, freight steamers and pas- 
senger boats hereinbefore referred to. Robbins proposed 
that the matter should be held up until he had further 
time to examine into it. It was thereafter determined 
to take a different course in the matter. From this time 
on Mr. Mellen disclaims any further activities on behalf 
of the New Haven, but in his testimony says he is un- 
able to tell how the freight steamers and wharf property 
officially came into the possession of the Eastern Steam- 
ship Co., which latter company is admittedly controlled 
by the New Haven. 

The story of the companies through which this prop- 
erty passed under the direction of Mr. Robbins, the gen- 
eral counsel for the New York, New Haven & Hartford 
Railroad Co., is indeed a remarkable exhibition of cor- 
porate legerdemain. In order to effectuate the transac- 
tion there were the following corporations formed and 
used to finally accomplish the withdrawal of the Harvard 
and Yale from the eastern coast, and the control by the 
New Haven of the freight steamers and wharf property. 
These corporations are: Metropolitan Steamship Co., 
Metropolitan Steamship Co. of Maine (No. 2), the Hud- 
son Navigation Co., Chilmark Co., Pacific Navigation Co., 
Pacific Securities Co., Eastern Securities Co., Eastern 
Steamship Co., and New England Securities Co. 

Witnesses who were officers of some of these com- 
panies appeared before the Commission and testified that 
they acted as “dummies” under the directions of Robbins 
and of attorneys selected by him. Some of them handled, 
without any knowledge of the nature or purpose of the 
transactions, checks approximating $3,000,000. 

The Metropolitan Steamship Co. of New Jersey, Feb. 
i8, 1910, sold the freight boats and equipment of the 
Metropolitan Steamship Co. to Wing & Russell, lawyers, 






THE TRAFFIC WORLD 351 









in the city of New York, for $650,000. Wing & Russell 
merely acted as agents for Warren D. Chase, a lawyer 
of Hartford, Conn., allowing the name of their firm to 
be used, but never paying for or receiving the boats, the 
transaction having been arranged by Mr. Robbins. 

On the third day of March, 1910, the Metropolitan 
Steamship Co. sold to Edward T. Canfield, a lawyer of 
Hartford, Conn., Union Wharf properties in Boston for 
$350,000, to be paid for in first mortgage bonds of the 
Metropolitan Steamship Co. of New Jersey. About the 
first of March, 1910, Warren D. Chase organized under 
the laws of the state of Maine the Metropolitan Steam- 
ship Co., known as the Maine Co. No. 2, of which Grover 
C. Richards was “dummy” treasurer, and, although Rich- 
ards knew nothing of the nature or the purpose of the com- 
pany, he owned practically all the stock of said Metro- 
politan Steamship Co. No. 2. 

On Saturday, March 5, 1910, Grover C. Richards, act- 
ing under the direction of Warren D. Chase, deposited 
to the credit of the Metropolitan Steamship Co. of Maine 
No. .2, in the bank of the Manhattan Co., in the city of 
New York, checks aggregating $3,200,000. The records 
of this bank show that Richards was introduced by Mr. 
Hemingway, Mr. Billard and Mr. E. D. Robbins, vice- 
president of the New York, New Haven & Hartford Rail- 
road Co. On the same day Grover C. Richards paid out 
ehecks for $3,166,000 of the sum deposited by him, al- 
though he knew nothing of the nature of the transaction. 
This money was undoubtedly used to pay for the bonds 
and securities used in handling the transfer of this 
property, and _ shortly afterward freight boats and 
dock properties were found in the possession of the 
Metropolitan Steamship Co. of Maine No. 2. 

To hold securities of the Metropolitan Steamship Co. 
of New Jersey, a company known as the Chilmark Co., 
organized with “dummy” directors and “dummy” officials, 
who knew nothing whatsoever of the nature of the com- 
pany or its purpose or its assets, in October, 1910, went 
through the form of purchasing 14,373 shares of the stock 
of the Metropolitan Steamship Co. of New Jersey. 

The Yale and Harvard were leased by the Metro- 
politan Steamship Co. of New Jersey to the Metropolitan 
Steamship Co. of Maine No. 2, in March, 1910, for the 
season of 1910 only. 

At the expiration of this lease the Metropolitan Steam- 
ship Co. of New Jersey leased these steamships to the 
Pacific Navigation Co., organized about that time under 
the laws of the state of New Jersey. In the same month 
Warren D. Chase organized a corporation, under the laws 
of Connecticut, known as the Pacific Securities Co., to 
which company the Metropolitan Steamship Co. of New 
Jersey executed a second mortgage on the Yale and 
Harvard for $750,000. 


In January, 1912, the Eastern Steamship Corporation 
was organized and is now operating the freight steamers 
referred to and other steamships in which the New Haven 
has directly and indirectly a title and interest. 


Mr. Robbins represented the Metropolitan Steamship 
Co. in selling to the Eastern Steamship Co. the freight 
steamers of the Metropolitan Steamship Co. of Maine. 
The Eastern Steamship Corporation issued in payment 
for said properties of the Metropolitan Steamship Co. 
of Maine, stock and bonds of the Eastern Steamship 
Corporation. This stock stands on the books of the East- 
ern Steamship Corporation in the name of the Eastern 
Securities Co., a corporation organized in January, 1912, 
in Augusta, Me. 





By this series of corporate transactions the New 
Haven has indirectly accomplished a purpose which it 
set out to accomplish. It now owns the freight steamers 
and the wharf property in Boston formerly owned by 
the Metropolitan Steamship Co., and the Harvard and 
Yale have been removed from competition with the New 
Haven. 

This was all done through the work of its general] 
counsel, E. D. Robbins. 

The devious methods used, the tangled web of co!- 
porate transactions through which this property passed, 
and the use of “dummies,” who knew nothing of the 
purposes for which they were being used, all clearly indi- 
cate that the purpose of these circuitous methods was 
to conceal the hand of the New Haven. The names of 
the men who vouched for the “dummy” treasurer, Rich- 
ards, and who undoubtedly furnished the money which 
at the inception of this transaction he was blindly using, 
also seem to point to the New Haven. 


Boston & Maine. 

Before the New Haven secured control of the Boston 
& Maine Railroad, the stockholders of the latter had 
realized substantial dividends for a period of more than 
50 years. Its credit was high, and its stock was, in the 
year 1900, officially valued by the railroad commission of 

Massachusetts at $190 per share. 
The Boston & Maine, before the New Haven secured 
was conservatively managed, had a low capi- 
Its capitalization 
preferred, and its 


control, 
talization, and only a moderate debt. 
was $28,000,000 common, $3,000,000 
debt was $34,000,000. 

There is reason for the belief that this railroad in 
the hands of its former management would have continued 
to pay dividends and serve its constituency of passengers 
and shippers with reasonable rates and adequate facilities. 

At this stage of the fortunes of the Boston & Maine, 
Gardner Lane, of the banking house of Lee, Higginson 
& Co. of Boston, approached Lewis Cass Ledyard, who 
represented in the directorate of the Boston & Maine 
55,000 shares of stock held and owned by the American 
Express Co. Mr. Lane made a proposition to Mr. Led- 
yard that the express company should exchange its Bos- 
ton & Maine shares for New Haven shares. It does not 
distinctly appear in whose behalf Lane acted in making 
this proposition. The fact, however, that he was a mem- 
ber of a firm which had long represented New Haven 
interests, and which had one of its members on the di- 
rectorate of subsidiary companies of the New Haven, 
leads to the inference that this proposition was the result 
of a desire on the part of the interests dominating the 
New Haven road to secure control of the railroad traffic 
of New England. As the result of these negotiations, the 
American Express Co. sold its stock to the New England 
Navigation Co., a subsidiary of the New Haven. This 
was the beginning of evil days for both the Boston & 
Maine and the New Haven. 

In passing, it may be said that the accumulation of 
large blocks of stock by a transportation company like 
the American Express Co., in a railroad system with 
which it has contractual relations, is a source of weakness 
to the railroad rather than a source of strength. Such 
massed holdings have no fidelity to the smaller holdings 
nor to the entire property. There is no community of 
interest between such large holders of stock and the small 
investor, and directors representing such holdings have 
their first fidelity for their primary trusteeship. This 
is illustrated to a marked degree in the legacy of wrong 
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which the American Express Co. left the Boston & Maine 
on its departure to the New Haven. An onerous contract 
then existing between the Boston & Maine and the Ameri- 
can Express Co., with 6 years to run, was extended for 
a period of 20 years. The New Hampshire public serv- 
ice commissioners made a finding that the difference be- 
tween the amount paid the Boston & Maine by this con- 
tract and the amount which would have been paid under 
an equitable contract, such as existed between the ex- 
press company and other roads, amounted to $700,000 per 
year. By this extended contract the Boston & Maine is 
likely to lose, conditioned upon the same volume of busi- 
ness, approximately $10,000,000. 

With the American Express Co. stock, other stock 
of the Boston & Maine was gathered in by the New 
England Navigation Co., acting on behalf of the New 
Haven, until the latter road had a controlling interest in 
the Boston & Maine. This move, disastrous as it was 
to prove to both roads, was illegal under the Massachusetts 
laws, and, without serious doubt, under the federal anti- 
trust law; but impolitic, unwise, illegal, and disastrous 
as it was to prove, it was undertaken. 

Its illegality was soon demonstrated by a decision of 
the Supreme Court of Massachusetts, relating to the New 
Haven holdings in Massachusetts trolley companies; Atty.- 
Gen. vs. N. Y., N. H. & H. R. R. Co., 198 Mass., 431. 

With the realization of the illegality of its control 
of the Boston & Maine stock began the startling series 
of transfers, shifts and evasions by which it was sought 
to make it appear that the New Haven had divested it- 
self of the Boston & Maine stock, while at all times it 
was being retained in friendly hands, and under the con- 
trol of the New Haven. 

It may be of interest to note the passage of a con- 
trolling number of shares of the Boston & Maine stock— 

First, from American Express Co. and others to New 
England Navigation Co. 

Second, from New England Navigation Co. to John L. 
Billard, nominally. 

Third, from John L. Billard to National City Bank 
as collateral. 

Fourth, from National City Bank to the New Haven. 

Fifth, from the New Haven to the New England Navi- 
gation Co. 

Sixth, from New England Navigation Co. to Boston 
Railroad Holding Co. 

This stock was, during all these migrations, financed, 
owned and controlled by the New Haven. And, by virtue 
of this ownership and control of this stock during all this 
time, it placed its own officials in charge of the Boston 
& Maine and selected the directors thereof. 

The movement downward of Boston & Maine stock 
did not begin until the Mellen-Morgan-Rockefeller man- 
agement was forced upon it. The depreciation of the 
Boston & Maine stock after coming into the control of 
these men was indeed rapid. 

The financial strength of the Boston & Maine, which 
had been made manifest for more than half a century, 
was converted into financial weakness in half a decade 
after passing into the control of men who had the repu- 
tation of being eminent financiers. These great names 
proved to be of, no reliance to investors. 

The management of the Boston & Maine by the New 
Haven was unwise. It began in illegality and in a lust 
for extended monopoly and has resulted in great depre- 
ciation and serious impairment of credit. 

Before leaving the Boston & Maine aspect of this 
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investigation it seems to be germane and proper to refer 
to the apparent ease with which the domination of this 
road was secured to the financial interests of the New 
Haven without any expenditure by them. This was done 
by inducing an exchange of the Boston & Maine stock 
owned by the American Express Co. for New. Haven stock. 
Thus by a mere exchange of stock those controlling the 
New Haven were enabled to extend their domination over 
almost the entire railroad property in five states. Those 
who at first were merely employed as fiscal agents of 
the railroads to negotiate their securities used that knowl- 
edge in the effort to become the masters in supreme 
control of the transportation interests of the country. 
This is an llustration of what has been a most dangerous 
tendency in recent times. 
The Billard Transactions. 

The New Haven had acquired 109,948 shares of Boston 
& Maine stock, which it held through the New England 
Navigation Co. Under the decision of the Massachusetts 
court above referred to, the New Haven was ordered to 
divest itself of the title to this stock. A transfer was 
arranged, and one John L. Billard, a stockholder in the 
New Haven road, was selected as the nominal purchaser. 
Mr. Billard was a coal merchant of Meriden, Conn., where 
he paid taxes on property listed at $30,000. 

The price at which the stock was to be purchased 
by Mr. Billard entailed the raising of the large sum of 
$13,743,500. It is hardly necessary to say that the stock 
was never in the actual possession of Mr. Billard. Eleven 
millions of dollars of the required amount was obtained 
from the National City Bank of New York, on a note 


signed by John L. Billard, with the 109,948 shares of. 
stock deposited as collateral. The Navigation company - 


then accepted an unsecured note signed by Mr. Billard 
for the balance, namely, $2,743,500. This was on June 
30, 1908. 

The New Haven at once set in motion its agencies 
for influencing public opinion, which resulted in the in- 
troduction of a bill in the legislature of Massachusetts 
authorizing the creation of a company known as the Bos- 
ton Railroad Holding Co. This company was empowered 
to acquire and hold a majority of the stock of the Boston 
& Maine Railroad. This bill became a law June 24, 1909. 
Just six days afterward, on June 30, 1909, the New Haven 
Railroad entered into a contract with John L. Billard by 
which Billard agreed to transfer this Boston & Maine 
stock back to the Navigation company. The price speci- 
fied in this contract was $150 per share, which resulted 
in Billard receiving credit for $2,748,700 more than he 
was charged originally for the stock. 

Soon after the original transaction the New Haven, 
through its general counsel, E. D. Robbins, took steps 
to have the Billard Co. incorporated, with a view of 
then having Mr. Billard transfer the title to the Boston 
& Maine stock to this company. The charter, however, 
was not granted until Aug. 24, 1909, after the Boston 
Railroad Holding Co. bill had become a law, and after 
the contract of June 30, 1909. 

Although the purpose for which the Billard Co. 
was conceived had ceased to exist, the charter was ac- 
cepted and the company organized, evidently to serve 
some other purpose. Instead of the New Haven’s cancel- 
ing the several obligations that had passed back and forth 
between the parties in effecting these transfers, $16,250,- 
000 of debentures of the New England Investment & 
Security Co., which had been in the treasury of the New 
England Navigation Co., were transferred to the Billard 
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Co., and the Billard Co. in turn transferred to the New 
England Navigation Co. $14,250,000 of its gold notes and 
issued $2,000,000 of capital stock. At the meeting of the 
board, held Oct. 8, 1909, President Mellen offered a state- 
ment which was copied into the minutes, showing that 
all this capital stock had been deposited in the treasury 
of the New Haven Co. 

The New Haven, by the payment to the National City 
Bank of a premium of some $30,000, and the principal 
and accrued interest on the $11,000,000 note, obtained 
the 109,948 shares of Boston & Maine stock which were 
on deposit there as collateral. This stock in turn was 
transferred to the New England Navigation Co., and then 
by it transferred to the Boston Railroad Holding Co., the 
several transactions being almost simultaneous, and each 
a part of the whole transaction of once more getting the 
Boston & Maine stock openly under the control of the 
New Haven. 

The Navigation Co. at different times had advanced 
to Mr. Billard and the Billard Co. cash aggregating $3,- 
000,000. 

In October, on the same day that the 109,948 shares 
of the Boston & Maine stock were transferred to the Bos- 
ton Railroad Holding Co., an additional 15,755 shares of 
common stock and 5,826 shares of preferred stock were 
transferred to the Boston Railroad Holding Co. by Mr. 
Billard. 

A noteworthy circumstance is that the stock trans- 
ferred from the Navigation Co. was taken over at $140 
per share by the Boston Railroad Holding Co., and this 
stock was taken back from Mr. Billard by the Navigation 
Co. at $150 a share, entailing a loss to the New Haven 
of $1,099,480. 

The situation produced by the decision of the Mas- 
sachusetts court made it necessary that the New Haven 
claim that the transfer from the Navigation Co. to Billard 
and from Billard back to the Navigation Co. was a bona 
fide sale and repurchase 

That Billard, however, was merely a New Haven 
agency is shown by the following facts which stand out 
in the record: 


He never paid a dollar of his own for the stock or in 

any of these transactions. 

- He never bought a share of Boston & Maine stock 
where the New Haven did not furnish him the money. 

3. He never sold a share of the Boston & Maine stock 
except as the New Haven dictated. 

4. All Securities nominally held by the Billard Company 
were kept in a subdivision of the vaults of the New Haven. 

. The Billard Company was organized by the general 
counsel of the New Haven. 

6. The Navigation Company furnished the $2,000.000 for 


. which the Billard Company was capitalized. Billard testified 


that he did not pay of his own money for the stock. 

7. The Billard Company bought other Boston & Maine 
stock in addition to the 109,948 shares. 

8. There is no evidence that the Billard Company acted 
for or on behalf of any interest other than the New Haven. 

9. The whole capital stock of the Billard Company was 
used as his own bv Charles S. Mellen as collateral security 
for his own persona! borrowing of $375.000. 

10. The Billard Company paid out of its treasury $375.- 
(0 to enable John IL. Billard to repossess himself of the 
$2,000,0°0 canital stock of that company after the same had 
been pledged bv Mr. Mellen. 

11. J. L. Billard purposely burned his books and papers 
so as to get them out of the way. 

The Billard Company was used to take over some 
of the questionable assets of the New Haven and assets which 
it was desirable to conceal. 

13. The minutes of the board of directors of the New 
Haven show that Billard was to receive no profit out of his 
transaction other than a reasonable compensation. 

14. In two other transactions shown in this case Billard 
and his company were admittedly used to accomplish New 
Haven purposes, and in one of them, which resulted in a loss, 
the New Haven made up the deficit to the Billard Company. 


The following transcripts from the records of the 


- New Haven seem to be conclusive that the Billard Co. 


and its assets belonged to and were the property of the 
New Haven: 
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Book No. 4, directors’ minutes, page 318: 

At a meeting of the board of directors of the New York, 
New Haven & Hartford Railroad Company, held pursuant 
to legal notice at office of the company in the city of New 
York, on Friday, October 8, 1909, at 3:30 o’clock p. m. 

Present: President Metlen in the chair, and Messrs. Rocke- 
feller, Morgan, Miller, Brush, Warner, Milner, Skinner, Barney, 
Taft, Elten, Hemingway, McCrea, Robertson, McHarg, Led- 
yard, Pratt and Lawrence. * * * 

The president reported that under the contract for the 
purchase and sale of one hundred nine thousand nine hundred 
and forty-eight (109,948) shares of common stock of the Bos- 
ton & Maine Railroad, owned by Mr. John lL. Billard of 
Meriden, Conn., and acting under authority of the executive 
committee, he had purchased these shares of Boston & Maine 
Railroad stock held by Mr. Billard, delivered them to the Bos- 
ton Railroad Holding Company and adjusted with Mr. Billard, 
so far as he was able to up to the time of this meeting, so that 
the situation is as follows: 

This company had: 

Notes of the New England Investment & Security 
Co. at par 

Cash in the Farmers’ Loan & Trust Co 

In the treasury of the New England Navigation 
Co., notes of John L. Billard 


$16, 250,000.00 
11,000,000.00 


2,743,000.00 


$29, 993,000.00 

of this company 
$ 1, 649,200.00 
13,743,000.00 
‘ 2; 000,000.00 
14,250,000.00 


$31,642,200.00 

This shows a nominal! profit of $1,649,200.00. 

That he was to secure an assignment of this profit, but 
did not have time to do so in advance of this meeting; that 
he holds the same subject to an adjustment of interest with 
Mr. Billard upon his return to New Haven; and asked that his 
action in the matter so far as reported be approved. 

Whereupon, on motion, duly seconded, it was— 

Voted, That the action of the pr esident as above reported 
be approved, ratified and confirmed. * 

(Page 340:) 

On motion, duly seconded, it was— 

Voted, That a committee consisting of the president and 
Directors Rockefeller, Morgan, Ledyard, Pratt, Cochrane, Skin- 
ner and Brooker be, and is hereby, appointed with power 
to determine from time to time the policy of this company 
in respect to the affairs of the Boston & Maine Railroad and 
to advise the president in relation thereto. 


Attest: 

JOHN G. PARKER, Secretary. 

(Page 319.) 

Voted, That the plan explained at this meeting for car- 
rying out the contract of June 30, 1909, regarding one hundred 
nine thousand nine hundred and forty-eight (109,948) shares 
of Boston & Maine Railroad common stock, and for acquiring 
securities of the Boston Railroad Holding Company to be 
issued for said stock. 

In ratio of fifteen (15) dollars of stock and one hundred 
twenty-five (125) dollars of four (4) per cent bonds of the 
holding company for each share of Boston & Maine Railroad 
stock is approved, provided that all the shares of stock the 
Billard Company and all profits, actual or nominal, realized by 
Mr. Billard, less a reasonable compensation for his services 
and risks, and the amount of his actual expenses in connec- 
tion with the purchase and sale of Boston & Maine stock, 
be first vested in the New York, New Haven & Hartford 
Railroad Company and subject to the disposition of its board 
of directors. 

On motion the meeting then adjourned. 

(Signed) JOHN G. PARKER, Secretary. 


A futile effort to explain away this record’ was made 
by suggestion and intimation of error in the make-up 
of the record, but all doubt upon this matter is dispelled 
and Billard’s position made clear as a mere agency of 
the New Haven by the records of the executive committee 
of July 25, 1913, at which meeting the following members 
of the executive committee were present: Messrs. Mel- 
len, Rockefeller, Skinner, Hemingway, Cuyler and Morgan. 
Directors Vail and Taft were also present by invitation. 

At this meeting President Mellen read a memorandum 
which was his comment on the Commission’s report on 
the New Haven, and which memorandum in part is as 
follows: 


There is now in the treasury 
Stock of the Boston Railroad Holding Co 
Bonds of the Boston Railroad Holding Co 
Stock of the Billard Co 
Bonds of the Billard Co 


THE BILLARD TRANSACTION. 


Suffice it to say to the committee that Mr. Billard never 
received any important monetary consideration for his serv- 
ices in securing to the New Haven Co. immunity from the 
attack by the Massachusetts authorities because of the hold- 
ing by the New Haven Co. of Boston & Maine stock. 

Had a banker been in the position of Mr. Billard, the 
charge for similar service would have been something appall- 
ing. Mr. Billard stood to lose at one time his whole personal 
fortune. That good fortune later came to his rescue and let 
him and the company out without loss may be viewed almost 
as a special providence. Mr. Billard’s compensation was 
modest and moderate, and he might well exclaim, as did War- 
ren Hastings at his celebrated trial, ‘“‘“My God, when I consider 
my opportunities, I wonder at my moderation.” The Billard 
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Co. is an agency which has nominally received a considerable 
profit, but its stock is so held that whatever profit accrues may 
ultimately come to the New Haven road. 

The company owns all but twenty shares of its own capital 
stock, and these shares are held by individuals who are 
friendly to the New Haven Co., and I personally will under- 
take, when. requested so to do, without consideration, to secure 
the transfer of the same to the New Haven or its representa- 
tive when properly accredited, this $2,000 of par value of stock 
which controls all the assets of the Billard Company, which 
are considerable (and the company is free from debt), but 
the company should not be liquidated until after the payment 
to it of the notes which it holds of the Massachusetts trolleys, 


amounting to $13,709,000. 

When these notes are paid, the Billard Co. should be 
liquidated, and its assets will then, as stated above, come to 
the New Haven as net profit, without further consideration or 
compensation of any name or nature. 


It is quite evident that it was not the understanding 
of the board that Billard should receive a profit of $2,748,- 
700 out of these transactions, but that at most he was 
to receive only a reasonable compensation for the service 
he performed for the New Haven, which was estimated 
at different amounts, varying from $100,000 to $500,000. 

In this connection it should be noted that during the 
year from June 30, 1908, to June 30, 1909, when the 
Boston & Maine stock stood in Mr. Billard’s name, the 
difference in the dividends which he received at 6 per 
cent on the 109,948 shares of stock and the interest he 
was paying on the $13,743,500 netted Mr. Billard $164,948. 

Considerable has been said concerning the risk which 
Mr. Billard incurred in connection with this transaction; 
nothing has been said of the risk which the Navigation 
Co. took in accepting Mr. Billard’s unsecured note for 
$2,743,500. It was testified to both by Mr. Billard and 
Mr. Mellen that the latter agreed, on behalf of the New 
York, New Haven & Hartford Railroad Co., that this 
company would help to finance the transaction, and the 
fact that Mr. Billard did not put up a dollar and was 
plainly acting for the New Haven indicates that if there 
had been a loss instead of a profit Mr. Billard would 
have been taken care of by the New Haven road. 

It is significant that while Mr. Billard was not a 
director when this stock was transferred to him, he was 
elected a director July 10, 1909, before the transfer back 
had been completed, although it is to be noted that he did 
not accept his election until Oct. 16, 1909, 10 days after 
the transfer. 

All the assets of the Billard Co. belong to the stock- 
holders of the New Haven Railroad. All the money sunk 
in its operations belonged to the New Haven Railroad. 

A suit should be maintainable by the New Haven 
against Billard and all who have participated in this fraud 
upon the stockholders. 


The New England Investment & Security Co. 


This company and its affairs constitute a striking 
illustration of the deliberate attempt to entangle the New 
Haven with street railways which has recently been pub- 
licly avowed by former President Mellen. 

The company is not a corporation and is not a co- 


partnership. It is a trust, the form of which is per- 
missible under the laws of Massachusetts. It was organ- 
ized by and in behalf of the New Haven in 1906 in the 
form of an agreement and declaration of trust. 

As far as the evidence shows, it never had any assets 
of material value which were not provided by the New 
Haven, 

Its primary purpose was to take from and hold for 
the New Haven the Massachusetts trolley interests of that 
company. 

The Supreme Judicial Court of Massachusetts, 198 
Mass., 413, decided in substance that this company was 
not separate and independent of the New Haven, but was 
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a mere device of that company to continue to hold stock 
in Massachusetts trolleys in violation of the laws of that 
state. 

The testimony shows that Charles S. Mellen held 
control of the common stock of this company through 
James B. Brady, as a dummy, until quite a recent period. 
These shares have been transferred to Sanderson & Por- 
ter, a firm of railroad contractors and builders, who since 
1902 have from time to time been engaged in operations 
for the New Haven. 

It seems quite clear, in view of the relations of this 
firm with the New Haven in the past, that this stock is 
now held by Sanderson & Porter for the New Haven. 

All profits which this company has made in the past 
have been the result of transactions in the purchase and 
sale of securities in which the New Haven had title or 
large interests, not in the open market, but under cir- 
cumstances which would have been collusive and fraudu- 
lent if this security company was in fact an independent 
organization entirely separate from the New Haven. 


On its note there were turned over to it at one time 
$9,918,145.65 of securities bought and paid for with New 
Haven funds. 


It has always been used as a mere instrumentality 
of the New Haven. It has always submitted to New 
Haven plans of operation. It has always been operated 
by men close to the New Haven and who have figured 
in other transactions of that company. 

The inside facts as to its dealings show a continued 
operation in violation of Massachusetts laws and in 
flagrant violation of the injunction issued by the highest 
court of that state. 


As indicating the purpose of the New Haven to keep 
the stock of the New England Investment & Security Co. 
within its control, attention is called to an extract from 
a letter of Charles S. Mellen, president, to Bentley W. 
Warren, marked “personal and confidential,” and dated 
July 20, 1908: 

You will at once see the advantages accruing to the in- 
dividuals who have undertaken to purchase common shares 
of the New England Investment & Security Co. They will 
be recompensed to the extent of ultimately receiving 300 per 
cent in common shares of the Bennington & North Adams, 
which, under a lease to the New Haven, will pay 5 per cent; 


therefore they earned 15 per cent on their money and prac- 
tically in perpetuity. 


While this seems a large sum, it is not, in my judgment, 
an unreasonable compensation for the service performed, which 
is a great one, for it thus leaves in friendly hands the control 
of the trolley system, known as the New Haven’s, in the 
commonwealth of Massachusetts, until such time as will 
eventually arrive when good sense will prevail and the policy 
of the commonwealth be changed so far as railroads con- 
trolling railways is concerned. 


‘If the contention now made by Mr. Mellen, that San- 
derson & Porter own individually and free from any 
control of the New Haven all the common stock of the 
New England Investment & Security Co., that firm would, 
upon a dissolution of the trust, be personally entitled to 
all the assets and securities in the possession of the New 
England Investment & Security Co. which have been 
purchased with the funds of the New York, New Haven 
& Hartford Railroad Co., and also would have certain 
voting control in trolley companies which have cost the 
New Haven large amounts. 


Suit should be maintainable by the New Haven to 
reduce to its own possession the assets controlled by 
the New England Investment & Security Co. 

A summary of the operations of the New England In- 
vestment & Security Co. as recorded on its books ap- 
pears in the appendix, identified as Exhibit D. 
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Questionable Methods Employed to Increase the Amount 
of Capital Stock. 

Increases in capital stock of the New York, New 
Haven & Hartford Railroad Co. have been made -upon 
the basis of transfers of assets from one subordinate com- 
pany to another. 

The steamship properties of this system at one time 
were held by the New England Navigation Co., approxi- 
mating a cost of $11,500,000. This latter company in 
1907 transferreu the title to these steamship properties 
to the Consolidated Railway Co. at a value of $20,000,000. 
The Consolidated Railway Co. thereupon increased its 
capital stock $20,000,000. The Consolidated Railway Co. 
was then merged with the New Haven, and the stock of 
the latter company increased $30,000,000, $20,000,000 of 
which went to the New England Navigation Co., and 
placing in its treasury by this transaction $20,000,000 
Consolidated Railway stock, which by the merger became 
New Haven stock, with a market value of over $30,000,000. 
It was this stock with which control of the Boston & 
Maine Railroad Co. was secured. 

After the New England Navigation Co. had divested 
itself of the steamship properties, to operate which it 
was formed, one would naturally expect that the Navi- 
gation Co., having served its purpose, would have been 
closed up and its charter surrendered, but, having a 
charter which had powers sufficiently large to permit 
of general banking operations, the Navigation Co. has 
been utilized from time to time as a holding company 
for the accomplishment of irregular transactions, inde- 
fensible under any test of sound business management. 

Manipulation of Accounts. 

Proper accounting demands that the records of a 
company should reflect accurately the transactions relat- 
ing to the matter recorded, and where accounts fail to 
reveal a true history of the transactions can be due to 
but one of two causes—carelessness or design. 

Several transactions appear of record which show 
that by no stretch of imagination can the irregularity of 
recording be classified as due to carelessness; the follow- 
ing are illustrations: 

In February, 1911, the New York, New Haven & Hart- 
ford Railroad purchased 23,520% shares of the Rutland 
Railroad Co.’s stock from the New York Central & Hud- 
son River Railroad Co., giving in exchange therefor its 
check upon the Farmers’ Loan & Trust Co. in the sum 
of $2,364,977.15. No entries can be found in the record 
of the New Haven Co. which reveal this transaction. 
The stock thus acquired was on the same day, with a 
check for $135,022.85, delivered to the New England Navi- 
gation Co. in exchange for its note of $2,500,000. The 
effect of the recording of this transaction is that the 
sum paid the New York Central for the stock shows as 
a cash advance to the New England Navigation Co. 

Feb. 14, 1910, the New England Navigation Co. sold, 
through the firm of J. P. Morgan & Co., 50,000 shares of 
New York, New Haven & Hartford Railroad Co. stock 
at a price of $157 net, the cash proceeds amounting to 
$7,849,000. A check was remitted by J. P. Morgan & 
Co. for $5,162,203.02 to the New England Navigation Co., 
and 16,744 shares of Worcester, Nashua & Rochester 
stock were acquired for the account of the New England 
Navigation Co. at a total cost of $2,686,796.98. Neither 
the receipt of this stock nor the disposition thereof is 
recorded in the records of the New England Navigation 
Co. The record shows, in lieu of this stock being pur- 
chased and sold to the Boston & Maine, the acquisition 
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of a note of the Boston & Maine Railroad for an amount: 


equal to the cost of the stock of the Worcester, Nashua 
& Rochester Railroad. 

In the acquisition of the Boston & Maine stock from 
J. L. Billard, in accordance with an agreement dated June 
30, 1909, the New England Navigation Co. was to receive, 
after July 1 and until the delivery of the stock to the 
Hoston Railroad Holding Co., all dividends declared 
thereon, while all interest on the notes of the New Eng- 
land Investment & Security Co. to be delivered in the 
purchase price of the stock was to revert to J. L. Billard. 
No entries can be found in the records of the New Eng- 
land Navigation Co. disclosing the fact that on Oct. 2, 
1909, there was received a quarterly dividend of 1% per 
cent paid to it by J. L. Billard, the stockholder of record, 
and, while the amount was entered in the accounts, it 
was under the caption of “interest” and not as “dividends” 
upon this stock, the purpose evidently being to eliminate 
from the record all trace of any return upon these se- 
curities. 


Payment of Dividends by Subsidiary Companies 


As one illustration of the devious financial operations 
of this railroad let us take the undisputed facts appearing 
of record as to shifting of funds to show dividends earned 
in the year 1912, as exhibited in the annual accounts. 
This is not an isolated case, but was more in the nature of 
a practice with the subsidiary companies, as the inves- 
tigation discloses. 

To make up its own income account the New York, 
New Haven & Hartford Railroad Co. reported as receiving 
certain sums as dividends on stocks owned and controlled, 
the largest item of which appears to be a dividend of 
$2,252,500 from the New England Navigation Co., which 
was paid, according to the record, on June 26 and June 29, 
1912. Prior to June 26, 1912, the cash balance of the 
New England Navigation Co. appears to have been $168,- 
368.35. During the few days intervening between June 
26 and June 29, 1912, the Navigation Co. received from 
sundry sources $24,103.26, making a total of $192,471.61. 
These amounts represent the aggregate of the cash on 
hand with which the New England Navigation Co. had 
to pay to the New York, New Haven & Hartford Rail- 
road Co. $2,252,500 as dividends on its stock owned by 
the New York, New Haven & Hartford Railroad Co. 
To enable them to pay the dividend in cash the New 
England Navigation Co. gave to the New York, New 
Haven & Hartford Railroad Co. its demand note, re- 
ceiving therefor $2,000,000 in cash. 

The effect of the transaction means that the New 
York, New Haven & Hartford Railroad Co. advanced 
$2,000,000 in cash for another company to pay to it divi- 
dends on its stock, and included the amount so advanced 
in its income account as a dividend received. In other 
words, the New York, New Haven & Hartford Railroad 
Co. set up in its income account an item of $2,000,000 
on the one side, and an asset consisting of $2,000,000, in 
paper, on the other side. 

The same methods apply to the income account of 
the New England Navigation Co., as, for instance, on 
June 24, 1912, the New England Navigation Co. loaned 
to the Housatonic Power Co. $100,00 in cash, and on 
June 26, 1912, two days later, received a dividend from 
the Housatonic Power Co, amounting to $105,000 in cash. 

On June 24, 1912, the New England Navigation Co. 
loaned to the Hartford & New York Transportation Co. 
$100,000 in cash, and on June 27, 1912, received $301,635 


THE TRAFFIC WORLD 


Vol. XIV, No. 7 





from the Hartford & New York Transportation Co. as a 
dividend. : 

The accounts of the company are replete with in- 
stances in which profits have been declared to be earned 
by the transfer of stocks, bonds, debentures, and securi- 
ties of one of the subordinate and subsidiary companies 
of the New Haven system to another such subsidiary, 
and such profits are solemnly recorded as real profits in 
making up the accounts of the system as a whole. 

Transactions of this kind do not make real profits 
any more than the transfer of money or securities from 
one pocket to another would result in profit to an indi- 
vidual. 

When it is remembered that this system is made up 
of more than 300 companies, independently chartered, 
and that subsidiary and holding companies were created 
in large numbers to serve some temporary purpose or 
some ulterior design of those who operated the system 
as a whole, and as there was almost a continuous passage 
of securities between these companies, the difficulty in 
unraveling the intricate affairs of this company has. pre- 
sented a serious problem in this investigation. The ex- 
planation of the purpose of many of these complicated 
transfers and statements of account has not been avail- 
able to the Commission by reason of the illness of H. M. 
Kochesperger, financial vice-president in charge of the 
accounts of the New Haven system, and his subsequent 
journey to Europe after having been subpcenaed to appear 
and testify. 

Dummy Companies. 

The frequency with which dummy corporations and 
dummy directors appear in this record leads to the con- 
clusion that someone high in the counsels of the New 
Haven had an obsession upon the subject of the utility 
of such sham methods. The directors of the Billard Co. 
confessed that they were dummies and knew nothing of 
its operations. Why men of respectability and standing as 
these appear to be should lend their names as dummies 
passes comprehension. : 

In the organization of one of the steamship companies 
the young lady stenographer was made president; and a 
youth of 21 years of age by the name of Grover Cleveland 
Richards was selected as treasurer of another company. 


Clerks and irresponsible persons were drawn upon 
to supply the demand for dummies in the financial joy 
riding by the management of the New Haven. Mellen’s 
stock in the New England Investment & Securities Co. 
was held by James B. Brady, who testified that he was 
merely a dummy for Mr. Mellen. Director Skinner’s stock 
in this same company was held by a relative and a book- 
keeper in his office. Thus, throughout the entire story 
of deception, the New Haven management vainly endeav- 
ored to hide the true facts behind these dummy individuals 
and dummy corporations. 

As a matter of law, such devices are feeble and 
puerile, but if the master financiers behind these New 
Haven transactions could use these sham methods and 
thus give their indorsement to the availability of sucli 
crooked schemes to cover the true substance and fact of 
financial transactions it indicates a low state of financial 
morality. No condemnation can be too severe to apply 
to the frequent use of these companies by the New Haven. 

While in many states there are safeguards established 
by law, in other states there is such a prodigality in the 
creation of corporations as to greatly prejudice the in- 
terests of investors, creditors and the public welfare gen- 
erally. 
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While stock in the New Haven road was listed on 
the New York Stock Exchange, a large portion of its 
funds were invested in “blue sky” corporations, the offi- 
cers Of which knew nothing of the purposes or assets of 
the companies of which they were managers or officers. 

Large Purchases Without Bids. 

Purchases of cars and coal are two large expenditures 
that railroads make. The New Haven purchased cars 
almost exclusively from James B. Brady without compe- 
tition and to the extent of some $37,000,000. 
as @ witness, made no secret of his generosity to the 
officials with whom he had business. His methods were 
justified by him on the ground that the officers of the 
New Haven were old friends. 

Locomotives were purchased from a company in which 
a director of the New Haven was also a director. Many 
supplies obtained by the New Haven were from companies 
having directors who were also directors of the New 
Haven. 

Corporate economy is not practicable where gifts 
and obligations arising from friendship tend to obscure 
official duty. 

Political Contributions. 

The New Haven Railroad had no politics. It was 
Democratic in Democratic states and Republican in Re- 
publican states. As Mr. Mellen testified, its effort was 
always to “get under the best umbrella.” 

Payments made for political purposes total a large sum. 

For instance, in 1900, $50,000 was contributed by the 
New Haven for campaign purposes through J. P. Morgan 
& Co. No proper and complete voucher for this payment 
appears on the books of the New Haven Co. 

In 1904 a payment of $50,000 was made through Mr. 
Mellen for political purposes. This was secretly done and 
not reported to the directors or stockholders or in any 
manner made public. 

No public-service corporation may rightfully use cor- 
porate funds to promote a political cause or to support a 
political candidate or a political party. 

A corporation as such has no political principles to 
maintain and no political candidates to support. 

The revenues of a public service corporation are for 
the most part derived from the exercise of the right 
delegated to it by the sovereign power to tax the public 
by fixed rates established in accordance with law. Ship- 
pers and the traveling public may be presumed to be 
divided in political opinion. Corporate revenue derived 
by public tax from men of one political conviction cannot 
be used to support the fortunes of a candidate or party 
of contrary political principles. 

Regardless of the injustice to stockholders and trav- 
elers belonging to another party which results from such 
use of funds, the withdrawal from corporate use and the 
diversion to political use is illegal afid indefensible. 

Corporate funds may not be used for other than cor- 
porate purposes. 

That there was, at the time of such taking and diver- 
sion from corporate use, no express statute making such 
acts criminal, in no degree justifies or renders lawful 
such indefensible use of corporate funds. It was always 
dishonest. 

The state itself may not use public funds for other 
than purposes prescribed by law. No creature of the 
state can assert power of which the state itself is devoid, 
to use money derived from a tax on shippers and travelers 
to promote the interests of any political party. 

Nor is the “education” of the public upon economic 
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issues any part of the province of a corporation such as 
here in question. 

Such political and “educational” use of corporate funds 
is a gross injustice to the stockholders and the public. 


Waste—Impairment of Value—Losses. 

In attempting to estimate the losses of the New Haven 
stockholders, the three large items of loss with which 
we are confronted are those arising out of the acquisition 
of the Boston & Maine stock, the New York, Westchester 
& Boston stock and the Rhode Island trolleys. 

Two hundred and nineteen thousand one hundred and 
eighty-nine shares of the common stock, 6,543 shares of 
the preferred stock, and one bond of the Boston & Maine 
Railroad are carried for the New Haven by the Boston 
Railroad Holding Co., as of Dec. 31, 1913, at $30,303,653.18. 
There must of necessity be a large loss upon the capital 
invested in this Boston & Maine stock, by reason of the 
depreciation thereof in the market, caused by the New 
Haven’s mismanagement. 

It is difficult to form an estimate of the extent of 
this depreciation. 

The Boston Railroad Holding Co., on Oct. 1, 1909, 
took over the New Haven’s Boston & Maine stock at 
$140 per share. 

At present the Boston & Maine stock is selling in the 
market at somewhere around $40 per share. 

The market depreciation of the common stock of the 
Boston & Maine owned by the New Haven is therefore 
$20,475,025.68. 

Where figures are submitted as estimates herein they 
are and must of necessity be taken only as approximations. 


There is the additional loss growing out of the un- 
fortunate Billard transaction of $2,748,700 unless John L. 
Billard is compelled, as he should be, to make restitution. 


In addition there have been large expenses incurred 
in litigation, in procuring legislation, and in a vain at- 
tempt to stem the tide of adverse popular opinion. 


A summarization of these figures, where they are 
specific, is as follows: 


Depreciation (using market price of $40): 
NG eT Re ae ea ee $20,475,025.68 
ERE GRMMUIEE © 3 Fanici’gsecos sc be dade pseiee vhs 2,748,700.00 


Total depreciation and loss .............. $23,223,725.68 


It is extremely difficult to make an estimate of the 
loss on the New York, Westchester & Boston investment | 
by the New Haven. It is fair to assume, in view of the 
character of the assets obtained by the original expendi- 
ture of $11,155,000, by the further expenditure of Mr. Mel- 
len of $1,200,000 for shares “not worth 10 cents a pound,” 
and from further facts recited in relation to the West- 
chester proposition in another portion of this report, that 
there was a wasteful expenditure of New Haven capital, 
approximating $9,800,000, accounted for by the following 
items, for which no commensurate return’ was received 
by the New York, New Haven & Hartford Railroad Co.: 


$6,264,914.10, representing the amount for which there was 
nothing tangible a for the payment by the 
New Haven of $11,155,000. 

1,200,000.00, expended. by Mr. Melien in the accomplishment 
of the franchise amendments to the Westchester 
properties. 

1,085,935.41, paid in settlement of the William C. Gotshall suit. 

50,000. 00, attorneys’ fees in the same case. 

1,200,000.00, representing the loss to the New Haven on the 
sale of New York, Westchester & Boston bonds 
guaranteed by the New Haven at par, 


The stock of the Westchester Co. now held by the 
New Haven is given by that road a book value of $6,241,- 
951.76. In reality, its present worth is merely nominal. 

The notes of the Westchester property held by the 
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New Haven are given a book value of $5,708,000. These 
notes have absolutely no market value. 

The annual loss on the last two items to the New 
Haven, on a 4 per cent basis, would be $477,998.07. 

The annual deficit to the New Haven from bond in- 
terest, interest on other obligations, and taxes resulting 
from the Westchester venture amounts to $1,179,243.92. 
When the operating deficit is added, the total annual loss 
to the New Haven is $1,657,241.99. 

With the prospect of a continuous deficit for years to 
come, there can be little doubt that the total loss to the 
New Haven as a result of the Westchester proposition 
will amount to approximately $17,000,000. 

Since we treat the New England Investment & Se- 
curity Co. as a subsidiary of the New Haven Co., for 
reasons heretofore stated we conclude that losses of the 
former company are borne out of assets furnished by the 
latter. 

The Hartford & Worcester Street Railway Co. stock 
was bought by the New England Investment & Security 
Co. at a cost of $134,980, and sold to another subsidiary 
at $61,585.73, a loss of $73,394.27. The New England In- 
vestnent & Security Co. also bought preferred stock of 
the Springfield Railway Cos. for $746,929.15, and sold 
it for $543,708, a loss of $203,221.15. The Navigation Co. 
lost $10,500 by the purchase of 5 per cent debentures 
of the Worcester Consolidated Street Railway Co. The 
New England Investment & Security Co. lost $15,580 in 
the first mortgage 4% per cent bonds of the Worcester 
& Southbridge Street Railway Co. 

The stock of the Connecticut Co., carried now as 
an asset by the New England Navigation Co., repre- 
sents a cost or book value of $40,000,000. The only 
available appraisal of this stock shows a loss of $12, 
535,386.01. The stock of the Rhode Island Co., car- 
ried by the New Haven at a book value of $24,352,336.41, 
is shown by the only available appraisal to be worth 
$6,000,000, a loss of $18,352,336.41. 

A summary of the foregoing is as follows: 


$23,223,725.68 
11, 457,156.09 
73,394.27 
203,221.15 


Boston & Maine 

New York, Westchester & Boston 
Hartford & Worcester Street Railway 
Springfield Railway Companies 
Worcester Consolidated Street Railway 10,500.00 
Worcester & Scuthbridge Street Railway 15,580.00 
CUE ON, | iinc co eee Sdeuscdbesvcserse ied ha eater 12,535,386.01 
Rhode Island Co. 18,352,336.41 


$65,871,299.61 

There was‘a loss in the recent sale of the New Haven 
interests in the Merchants’ & Miners’ Steamship Co. of 
$3,594,500. 

In the directors’ report of the New York, New Haven 
& Hartford Railroad Co. to the stockholders June 30, 
1913, there are deficits reported in the operation of its 
subsidiary companies for the year, as follows: 


3erkshire Street Railway System 

New York & Stamford Railroad Co 
Westchester Street Railroad Co 

Hartford & New York Transportation Co 
Housatonic Power Co. 

Millbrook Co. 

New England Steamship Co 

Westport Water Co. 


Making a total deficit resulting from the opera- 
tion of these properties for the one year of... .$726,067.70 


$ 91,861.00 
36,556.66 


These annual losses will, to a large extent, recur 
from year to year for an indefinite period, and therefore 
represent large future losses. 

From all of the foregoing and from a careful con- 
sideration of the method in which expenditures, not speci- 
fied herein, have been made, it is submitted that a rea- 
sonable estimate of the loss to the New York, New Haven 
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& Hartford Railroad Co. by reason of waste and mis- 
management will amount to between $60,000,000 and 
$90,000,000. 

The splendid property of the New Haven Railroad 
itself will be called upon for many a year to make up 
the drain upon its resources resulting from the unpar- 
donable folly of the transactions outside the proper field 
in which stockholders supposed their moneys were in- 
vested. 

But honesty and efficiency of management of this 
property as a railroad only, will undoubtedly, in time, 
restore its former standing. 


Evil of Interlocking Directorates, 


A system of interlocking directorates has grown up 
and flourished in the past few years which has brought 
about combinations and intercorporate relationships not 
conducive to the public welfare. On the New Haven 
board of directors there was a representative of the Penn- 
sylvania Railroad, which railroad owned 35,000 shares of 
New Haven stock; there was a representative of the New 
York Central, which owned 35,000 shares; there was a 
representative of insurance interests that owned 35,000 
shares, and a representative of an express company that 
had a contract with the railroad; there were directors 
who were also directors of the Standard Oil Co., the United 
Steel Corporation, the Pullman Co.; in fact, every other 
interest seemed better represented on the New Haven 
board than the average stockholder’s interest. 

The practice of one man serving on many boards of 
directors cannot be too strongly condemned. The man 
who holds directors’ positions in a dozen corporations 
may be thoroughly honest in his relations with each, but 
it is not practicable for him to give the stockholders of 
each corporation the full benefit of his ability and energy 
when, in truth, he can afford only a small fraction of 
his attention to each corporation. If he is not permitted 
to know of the real workings of the corporation and, when 
he serves on so many boards, that is in the nature of 
things impossible, the corporation gets an indorsement 
to which it is not entitled. ; 

There are too many ornamental directors and too 
many who have such childlike faith in the man at the 
head that they are ready to indorse or approve anything 
he may do. 

A director should be an active, not a passive, force. 
He should understand the affairs of the corporation to 
which he gives the prestige of his name, at least to the 
extent of knowing the integrity of its designs and the 
absence of law-breaking methods in its operation, and he - 
should not accept positions which he cannot fill in this 
comprehensive way. 

Through the control of voting strength resulting from 
stock ownership by other corporations, a few persons 
whose individual holdings were small in comparison with 
the volume of stock of the company were enabled to per- 
petuate their full control of the New Haven Co. 

While the Connecticut laws require the majority of 
the directors to be residents of that state, the selection 
of Connecticut directors depends entirely upon the choice 
of the controlling and dominating interests in the com- 
pany. In a similar manner the control of other great 
corporations is maintained by means of interlocking di- 
rectorate® 

The handling of bank deposits and security sales of 
these corporations are massed in a few hands, carrying 
with them a power and domination over large amounts of 
banking capital as well as the control of great national 














August 15, 1914 











systems. These and other evils as the result of inter- 
locking directorates are now well recognized and known, 
and they have been emphasized by the disclosures of this 
investigation. 
Funds to Be Recovered on Behalf of the Stockholders. 

From the facts developed in this investigation, it 
would seem that there is little question concerning the 
recovery of a substantial amount of the ‘stockholders’ 
money that has been wasted. Several items of this nature 
have already been suggested herein and will be brieiy 
summarized: $ 


Overpaid Perry and Thorne in commissions........ $ 303,750.00 
Illegally spent in obtaining Westchester franchise 

GID, 5. 5's. 453s nici EWES eS wack B54 Een has wa os Oe eRe 0 ack 1,524,072.77 
Jay: Se Se SEI dnniic ct sn cictcwseedenecnsedec 2,748,700.00 


Note.—The money with which Billard acquired the 15,755 
additional shares of common stock and 5,826 shares of pre- 
ferred stock of the Boston & Maine Railroad was furnished 
by the New Eng!and Navigation Co. The stock was turned 
back to the Navigation Co. for $3,370,082. It would seem that 
a suit by stockholders for the recovery of the profit, if any. 
was made by Billard in the transactions involving these addi- 
tional shares, could be also maintained. 


If any expenditures were made in violation of the 
antitrust laws of the United States, are not such expendi- 
tures ultra vires and is it not the legal obligation of the 
directors to satisfy out of their own fortunes any loss 
which results to the company? 


These are all pertinent questions in the light of the 
developments brought about by this investigation. 

Only lawful expenditures are authorized. 

All illegal disbursements are ultra vires. 

Directors cannot without accountability deplete a cor- 
porate treasury in ventures which are in violation of the 
laws of the land. 


Directors Consciously Transgressing Anti-Monopoly Laws. 


The evidence shows that in pursuance of the policy 
of transportation monopoly the New Haven purchased the 
Connecticut trolleys, the Rhode Island trolleys, the 
Massachusetts trolleys, steamship lines, the Boston 
& Maine Railroad, and other means of transportation 
that were available and purchasable. That this 
plan was done in violation of the federal statute 
it seems quite clear, for competition was sought to be 
destroyed. That the directors were conscious they were 
proceeding along lines that were probably inhibited by 
law is evidenced by the testimony of Director Elton, that 
as each line was purchased someone would ask the ques- 
tion in the board of directors if it were not in violation 
of law, and that Mr. Robbins, general attorney for the 
New Haven, would state to the board that the New Haven 
charter permitted them to do anything. 

It appears, therefore, that not only were these con- 
solidations contrary to law, but these directors were cog- 
nizant of that fact, and contented themselves with the 
advice of counsel that under the company’s charter it 
could do anything it pleased. 


The Question of Immunity in Securing Exposure of Abuses. 


In the investigations the Commission is required to 
make from time to time it has, in accordance with its 
usual custom, exercised due caution not to require the 
testimony of witnesses where immunity might result ex- 
cept when it is necessary in order to get at the truth. 
The purpose of the immunity statute, as the Commission 
understands it, was to aid in the search for facts by 
removing the obstacle of witnesses refusing to testify on 
the ground of self-incrimination, and under the statut¢ 
the Commission has always endeavored to exercise a 
sound discretion in this regard. In carrying out the in- 
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structions of the Senate in this case the Commission has 
therefore kept in mind the warning of the Department 
of Justice to carefully consider before placing a witness 
upon the stand the effect his testimony might have in 
the way of immunizing him from criminal prosecution. 
The Commission has only used such witnesses as seemed 
necessary to fully answer the Senate’s inquiry and has 
refrained from calling those witnesses whose evidence, 
while interesting, might be merely cumulative. 

With respect to Mr. Mellen, former president of the 
New Haven system, it was the belief of the Commission 
that his testimony was necessary in this investigation, and 
the result, in our opinion, fully justifies this position. 

Evidence of wrongdoing such as was disclosed in 
this hearing is difficult to obtain. Men do not conduct 
such transactions in the open, but rather in secret and in 
the dark. Only those involved, as a rule, have direct 
information. So some of the evidence of necessity must 
come through participants. 

The Commission has proceeded upon the idea that 
it is better to expose wrongdoing, even if in doing so it 
would be necessary to use a few witnesses whose testi- 
mony might bring them immunity, than through fear of 
bestowing immunity on some, leave facts unknown and 
uncovered and thereby give immunity to all, not only as to 
prosecution, but to the stigma of exposure as well. 


New Haven Monopoly Corrupt. 


This investigation has demonstrated that the mo- 
nopoly theory of those controlling the New Haven was 
unsound and mischievous in its effects. To achieve such 
monopoly meant the reckless and scandalous expenditure 


- of money; it meant the attempt to control public opinion; 


corruption of government; the attempt to pervert the po- 
litical and economic instincts of the people in insolent 
defiance ‘of law. Through exposure of the methods of this 
monopoly the invisible government which has gone far 
in its efforts to dominate New England has been made 
visible. It has been clearly proven how public opinion 
was distorted; how officials who were needed and who 
could be bought were bought; how newspapers that could 
be subsidized were subsidized; how a college professor 
and publicist secretly accepted money from the New 
Haven while masking as a representative of a great Amer- 
ican university and as the guardians of the interests of 
the people; how agencies of information to the public 
were prostituted wherever they could be prostituted in 
order to carry out a scheme of private transportation mo- 
nopoly imperial in its scope. 


Directors Criminally Negligent. 


It is inconceivable that these wrongs could have gone 
on without interference if the members of the board of 
directors had been true to the faith they owed the stock-_ 
holders. A number of directors appear in many instances 
to have voted without knowledge and to have approved 
the expenditure of many millions without information. 
According to the testimony of some of the directors they 
merely. approved what had been done by some committee 
or by some officer of the company. The directors’ min- 
utes reveal that it was largely a body for ratification and 
not authorization, as the law intended a board of directors 
should be. None of the directors would have been so 
careless in the handling of their own money as the evi- 
dence demonstrates they were in dealing with the money 
of other people. The directors actively or passively ac- 
quiesced in the efforts of the Mellen-Morgan-Rockefeller 
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regime to extend the domination of this corporation over 
the whole transportation field in New England. 

If these directors who were faithless to their steward- 
ship were held responsible in the courts and at the bar 
of public opinion for the failure to do those things they 
should have done, the lesson to directors who do not 
direct would be very salutary. 

Most of the directors of the New Haven accepted 
their responsibilities lightly. They failed to realize that 
their names gave confidence to the public and that their 
connection with the corporation led the public to invest. 
When these directors were negligent and serious losses 
resulted therefrom they were guilty of a grave dereliction 
of duty and a breach of trust that was morally wrong 
and criminal in its fruits. 

Directors should be made individually liable to civil 
and criminal laws for the manner in which they discharge 
their trust. A corporation can be no better or worse than 
those who operate it. 
to plunder stockholders or the public through a railroad 
corporation as it is to personally rob an individual. 

Subsidiary Corporations Condemned. 


It was found in the investigation of the New Haven 
system that there were 836 subsidiary corporations, and 
the books of the New Haven road proper reflect only a 
small part of the actual financial transactions of the rail- 
road. Many of these subsidiary corporations served no 
purpose save an evil one. They were used to cover up 
transactions that wotld not bear scrutiny, and to keep 
from the eyes of public officials matters that were sought 
to be kept secret. The Commission should have the power 
to examine not only the books, records, papers and cor- 
respondence of interstate carriers, but of subsidiary com- 


panies as well. 
Remedy in Public Conscience and Laws. 


The insuring of honesty throughout the management 
of the great railroads of the country is.a most important 
question before the people to-day, and only when through 
exposure of wrongdoing and an awakened public con- 
science, coupled with effective laws, this result is pro- 
duced, may railroading be placed upon the high level that 
it should occupy. The revelations in this record make it 
essential for the welfare of the nation that the reckless 
and profligate financiering which has blighted this rail- 
road system be ended, and until this is fully done there 
will be no assurance that the story of the New Haven 
will not be told again with the stockholders of some other 
railroad system as the victims. 


APPENDIX, 
EXHIBIT A. 


THE NEW YORK, NEW HAVEN & HARTFORD RAIL- 
ROAD CO.’S INVESTMENT IN NEW YORK, WESTCHESTER 
& BOSTON RAILROAD “ AS ” OCTOBER 31, 1907. 

eneral. 

This investigation involves the New York, New Haven & 
Hartford Railroad Co. investment in the New York, West- 
chester & Boston Railroad Co., an electrically operated line 
extending from Harlem River in the city of New York to New 
Rochelle’ and White Plains, N. Y. It was undertaken pri- 
marily for the purpose of ascertaining what became of the 
$12,000,000 referred to in 27 I. C. C., 560, 581, and is, in part, 
a response to resolution No. 260 of the United States Senate, 
which directed the Interstate Commerce Commission to reopen 
oe New England investigation and ascertain this among other 

ngs. 

It became necessary, therefore, to make a thorough investi- 
gation of the books and records of all companies concerned 
— to exhaust every source of information to accomplish the 
end. 

The early progress of the investigation developed a com- 
plicated state of affairs involving the New York, Westchester 
& Boston Railroad Co., the New York & Port Chester Railroad 
Co., The City & County Contract Co., the New York Railroad 
& Development Co., Thoren & Perry, and the Millbrook Co. 
Between October, 1906, and January, 1907, the. control of the 
first four companies were acquired by Thorne & Perry, acting 
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for and with the funds of the New York, New Haven & Hart- 
ford Railroad Co., hereinafter -called the New Haven. In Jan- 
uary, 1907, the Millbrook Co., organized at the instigation of 
Stetson, Jennings and Russell, of counsel for the New Haven, 
but controlled entirely by Thorne & Perry, assumed the obli- 
gations previously incurred by Thorne & Perry, together with 
all the securities acquired, and entered into an agreement 
with the New Haven to complete the arrangements which 
Thorn & Perry had undertaken, namely, to acquire the securi- 
ties of the above-named companies and build the railroad. This 
was the situation until October, 1907, when it became apparent 
to the New Haven that the Millbrook Co., backed by Thorne 
& Perry, were unable to carry out their agreement owing to 
the financial difficulties of Thorne & Perry, supposedly caused 
by the financial panic of 1907. 

In view of these conditions the New Haven exercised its 
privilege under the contract and terminated the agreement 
with the Millbrook Co., took over its affairs by acquiring all 
of the stock owned by Thorne & Perry at par and interest, 
and obtained their resignations as officers of the Millbrook Co. 

Up to this time the New Haven had advanced through J. 
P. Morgan & Co. $11,155,000, first to Thorne & Perry as indi- 
viduals, and later to Thorne & Perry as the Millbrook Co., 
in return for which they held the notes of the Millbrook Co. 

The Millbrook Co. was in possession of property of a tan- 
gible value amounting to $4,890,085.90, consisting of real estate, 
$3,456,882.15, and uncompleted sections of construction work, 
$1,433,203.75. It is true that it also held the control of the sev- 
eral other companies named, through the ownership of stocks 
and bonds, but their value was of an indeterminable quantity. 
In other words, when the New Haven assumed direct control. 
it had for an expenditure of $11,155,000 in cash, a tangible 
asset of $4,890,085.90, and the option to construct one of two 
railroads, the charters and franchises of which were surrounded 
by legal difficulties and complicated situations. 

So far as could be ascertained from the records available, 
the New Haven’s money had been expended for the following 


purposes: 
SUMMARY. 


Total cash received from New York, 
New Haven & Hartford Railroad Co. 
as per detail attached $11,155,000.00 
Cash received for interest on bank bal- 
ances, bonds owned, rents and other 
miscellaneous sources 19,749.21 
$11,174,749.21 
231,830.96 


$10,942,918. 25 


Total cash received 
Less cash in treasury of Millbrook Co. 
when Thorne & Perry withdrew.... 


Cash to be accounted for 
Cash accounted for as represented by the expendi- 
tures of Thorne & Perry and Millbrook Co. per 


detail attached 10,110,791.18 


Balance of cash unaccounted for $ 832,127.07 


CASH ADVANCED BY NEW YORK, NEW HAVEN & HART- 
FORD RAILROAD CO. THROUGH J. P. MORGAN & CO. 
TO THORNE & PERRY AND MILLBOORK CO. 

Amount. 
350,000.00 Received by Thorne & Perry. 
1,290,000.00 Do. 
1,000,000.00 Do. 
1,500,000.00 Do. 
4,200,000.00 Do. 


$ 8,250,000.00 Total rec’d by Thorne & Perry. 
$ 300.000.00 Received by Millbrook Co. 
655,000 00 Do. 

250.000.00 

500,000.00 

500,000.00 

500.000.00 

200,000.00 


8 2,905,000.00 Total received by Millbrook Co. 


Date 
Oct. 19, 
Nov. 
Nov. 
Nev. 
Jan. 


$11,155,000 00 


EXPENDITURES MADE BY THORNE & PERRY AND MILL- 
BROOK CO. FROM CASH RECEIVED FROM NEW YORK, 
NEW HAVEN & HARTFORD RAILROAD CO. 

THROUGH J. P. MORGAN & CO. 
New York, Westchester & Boston Railway Co.: 
Cash paid to original subscribers to bonds— 


Principal 
Interest 


$ 4,059,120.00 
56,108.94 


$ 4,115,228.94 ~ 


Cash paid to Knickerbocker Trust Co. for loan 
made to City & County Contract Co. through 


necessary to 


syndicate managers (payment 
had to be 


release bond underwriting which 
pledged as collateral for loan)— 
Principal. 
Interest 


750.000.00 
16,250.00 


$ 766,250.00 


$ 4,881,478.94 


New York & Port Chester Railroad Co.: 
Cash paid to William C. Gotshall for 1,561 shares 
of capital stock, par value $100 per share....$ 750,000.00 
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City & County Contract Co.: 

Cash paid to stockholders for 6,900 shares of 
capital stock, par value $100 pér share plus 
$37,500 premiums, the total representing ac- 
tual cash paid to City & County Contract Co. 


by the original subscribers to the stock.....$ 727,500.00 
Cash paid for note discaunted by Oakleigh 

ON oso 0s VCD CHEE eGR dBA BET ew ls ado ee. 150,000.00 
BN 5h 5 Shae Oe ak oie Dede Seb en ph st Cab ae tle ee eeek 25,000.00 
BD Cech dpeowth ls bi wth ce eG sb tates keep eeostses 25,000.00 
SO bab via bde Cow viewts Peeled eb aed eaedieweed bueeeee 10,000.00 
$ 937,500.00 

MOE Sidr b aw sdadiseeteelaserdcckel S¥esebnewe $ 6,568,978.94 


New York Railroad & Development Co: 
Cash paid to William G. Gotshall and associates 
for 15,500 shares of capital stock, par value s 
$25 per share, purchased at $37.50 per share..$ 581,250.00 
Cash paid for interest on deferred payments on 94,876.00 


MI. es owe Kuk oo cas OAC PENS Cle 6 ORCC Se debe Aes 
$ 616,125.00 


Cash paid to William C. Gotshall and associates 
for 4,500 shares of capital stock, par value 





$25 per share, purchased for $37.50 per share. 168,750.00 
Cash paid to William C. Gotshall for bonds of is 
city of New York, par value $25,000.......... 24,250.00 
Cash paid for Westchester Townsite Co. bonds, . 
SEs PHN SERGE ic koe 5c tec ccpvedessvectecssews 12,500.00 
821,625.00 





Cash paid to Oakleigh Thorne for commissions.$ 372,669.22 
372,669.22 


Cash paid to Marsden J. Perry for commissions. 

Cash paid to William A. Chesebrought for com- 
SE pad bbe dp ede ote) annews ean pinivsenoweas - $9,228.32 
$ 784,566.76 


Cash paid to treasurer of city of New York for 


New York City bonds, par value $100,000....$ 
Cash paid to attorneys for legal services...... 78,973.42 
Cash paid to Knickerbocker Trust Co., to repay : 
loan to Millbrook. Co.......ccrccecsvececscveces 50,000.00 
Cash paid to J. P. Morgan & Co. for interest , 
i, IN 5. ey Scidaliawlee she ativanedeeds see Sacha 39,854.18 
CE ocak en sehen cds ebikerbennems ipitthceues $ 1,868,898.53 


Cz loaned to the City & County Contract Co. 
a = . $ 1,642,435.16 


CN IE oon. b'essie aa metinleiy are Maes 8a dee tteeees 
Cash paid to Mace Moulton for engineering ex- 

IIE 90:0’ 0:56,5:-0:656;n:k-0:0 49 909.010.610.010 0.8 00 Sie GAO Ere .e 11,047.69 
Cash paid for franchise, State and other taxes.. 13,875.00 
Cash paid various persons for services, station- 

ery, office furniture and miscellaneous ex- a 

WO, 5 5610.0 wr nn tant sss. bkbace Nereh tae 28 oo a0, 5,555.86 

SO cack cancases Fi xe alos oii hteaetaiaietch $ 1,672,913.71 
Total expenditures ........ccccscorcesccoces $10,110,791.18 


For the purposes of ready reference a brief statement of 
each of the companies involved in the transactions represented 
by the expenditures of the $11,155,000 referred to, together with 
the cash receipts and expenditures of each company, are sub- 
mitted herewith and are as follows: New York, Westchester 
& Boston Railroad Co.; New York & Port Chester Railroad Co.; 
City & County Contract Co.; New York Railroad & Develop- 
ment Co.; Thorne & Perry; Millbrook Co. 

NEW YORK, WESTCHESTER & BOSTON RAILROAD CO. 


The New York, Westchester & Boston Railroad Co. was 
incorporated on March 20, 1872, under the laws of the State 
of New York. J 

The early history of the company can not be satisfactorily 
recited, owing to the absence of substantial records, but from 
such records as were available there is every indication of a 
rather inactive career. There appears to have been 2,500 
shares of capital stock issued, having a par value of $100 
per share, which was subscribed for and paid in cash, ap- 
gregating $259,000, and a first mortgage authorized for $15,- 
000,000, but there is no record of any issue of the bonds. The 
moneys received from the sale of stock were used for incorpora- 
tion, organization, and other expenses of a similar character, 
the expenditures extending over a period of approximately 
four years. So far as can be ascertained, the company had 
no tangible assets, and in the early part of 1876 went into 
a receivership, the earliest date of record being March 25, 
1876. From the latter date and until the early part of 1904, 
the receivership seems to have been continued, although there 
are no records showing the transactions of the receivers. On 
December 23, 1903, steps were taken to revive the company 
and legal proceedings. were instituted to have the receivers 
discharged. 

“Thane efforts appear to have been successful, for, on April 
25, 1904, the New York, Westchester & Boston Railroad Co. 
entered into a contract with Charles H. Smith, presumably o7 
Chicago, Ill., to construct the road from the vincinity of East 
One Hundred and Seventy-seventh Street, New York City, to 
Port Chester, N. Y., a distance of some 20 miles, more or less. 
For the construction of the road Smith was to receive $15,000,000 
in the bonds and $19,000,000 in capital stock of the railroad 
company, the latter item being contingent upon the increase 
in capital stock to $20,000,000 being authorized by New York 


States authorities, which authorization was obtained on August . 


30, 1904, and the stock issued. 
On April 28, 1904, three days after the contract with Smith 


was made, it was, by mutual consent of the parties interested, 
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assigned to the City & County Contract Co., to all appearances 
a corporation dominated by Smith and his associates, organ- 
ized and incorporated April 12, 1904. (For full detail see City 
& County Contract Co.) Immediately after the City & County 
Contract Co. had acquired the contract to construct the railroad 
the New York, Westchester & Boston Co. became very active. 

It appears that a company known as the New York & Port 
Chester Railroad Co., organized on August 20, 1901, had pro- 
posed to build a railroad almost identical with the New York, 
Westchester & Boston line, and as soon as it became known 
that the Westchester Co. had planned to commence construc- 
tion, the Port Chester Co. began legal proceedings in- 
volving the validity of the Westchester charter. As a result 
of these proceedings actual construction was deferred and 
numerous litigations followed, consequently little or nothing in 
the way of actual building of the line was accomplished until 
the latter part of the year 1909, at which time the validity of 
the Westchester charter had been established, legal obstacles 
had been removed, and actual construction began and continued 
until the completion of the present operated line. 

During all of this time the New York, Westchester & Bos- 
ton Railroad Co. received its moneys from the City & County 
Contract Co. through advances, loans, and sales of capital 
stock, and expended the moneys for corporate expenses, legal 
fees and other miscellaneous items. From the time of its re- 
organization and until October 31, 1907, it had received $373,- 
027.27 in cash and expended $372,502.44, the details of which are 
set forth on the following statement: 


Receipts: 
Oy SE: GORI 6 5 i5:o:6o0 50:4 i a i a ais Ri eth edie al $ 3,200.00 
Advances from City & County Contract Co....... - 366,419.41 
Interest on bonds and deposits...........c-ceeeeee 1,188.93 
Miscellaneous other sSOurces .......sccscccccccceccs 2,218.93 


$373,027.27 


Expenditures: 

I a a awe --$ 25,315.06 
LG CEE | 65.6606 sc 000000 Se a ore Sane 63,128.51 
Services of trustee for mortgage................+. 10,000.00 
Services of consulting engineer.............2-.ee0% 26,250.00 
ME I onc co labo cn SAG 60 o.4e Gan anes we elie 13,250.00 
Reading-Jersey Central bonds ............-eeeeeee. 20,199.37 
IE TN rg olny oa 5c at 56 Sp pismo oe dm,ehe @ wien ecto 2,540.00 
SE GE 6, neath o 5 svi dio.o kbp ab elaine sae 4,931.57 
I aah aiala toi e'tniec dec: we bs 0°6i5 ond mae amine arouse +e 6,396.00 
OES Ta ap ES tee ta - 5,103.44 
Ss MI ho sion gon 9:4. con, Wee agiewainey ann bie esa tien ‘ios... ae 
Pe INNO, si 0'e:4 sss 6 Kd ew obinwd Seraannw aes « 1,000.00 

Pay rolls, office expenses, rent, stationery and 
printing, and other miscellaneous expenses.... 187,294.49 
$372,502.44 
PR, CR RE a. oss #09004 pe bar ansaes cee $ 524.83 


The affairs of this company were not investigated after 
October 31, 1907, as on that date the New York, New Haven 
& Hartford Railroad Co. had acquired control of the property 
through Oakleigh Thorne and Marsden J. Perry, acting first, 
from October to December, 1906, as individuals, and later, 


‘from January, 1907, to October, 1907, as the Millbrook Co. 


(See Millbrook Co.) 

The New York, Westchester & Boston Railway, as con- 
structed, extends from East One Hundred and Seventy-fourth 
Street, New York, to Mount Vernon, N. Y., a distance of 6.83 
miles, for the most part an elevated structure consisting of 
four main-line tracks, as required by the franchise obtained 
from the city of New York. From Mount Vernon the line 
diverges, two main line tracks extending to New Rochelle, 
N. Y., a distance of 2.16 miles, and two to White Plains, 9.04 
miles, aggregating main line owned 18.03 miles. From Harlem 
River to East One Hundred and Seventy-fourth Street, New 
York, a distance of 3.72 miles, the railroad uses the tracks of 
the Harlem & Port Chester Railroad, a subsidiary of the New 
York, New Haven & Hartford Railroad Co., making a total 
of 21.75 miles of line operated. 


NEW YORK & PORT CHESTER RAILROAD CO. 


The New York & Port Chester Railroad Co. was incor- 
Porated on April 5, 1901, under the laws of the state of New 
York with an authorized capital stock of $250,000 divided into 
2,500 shares of $100 each. On Jan. 11, 1904, the capital stock 
was increased to $20,000,000 and a bond issue of $20,000,000 
was authorized. 

William C. Gotshall appears to have been active in the 
promotion of this company, the records indicating that the 
company received through him $25,000 on sort. 3, 1901, as a 
10 per cent subscription to the capital stock. S a matter of 
record all the cash receipts seem to have come from Gotshall 
in the shape of stock subscriptions and loans. From April 3, 
1901, to Oct. 31, 1906, 1,561 shares of stock were issued for 
$156,100 in cash and cash borrowed from Gotshall aggregated 
$125,100. During the same period these funds were all ex- 
pended for various purposes, the detail of which appear on the 
following statement: 





Receipts: 
Ces Ges Ghis  O6 WOR goo s5 os é ic iditense sinneenes $155,100.00 
I 5.55 paris Vain Wied i 40s 126,100.00 
Interest on deposits 416.79 
SO : NOR naieais 5c a.citin SS Bedelshks <yardnicare 255.06 
$281,871.85 
Expenditures: 
Maps, plans and engineer cCorpS............ssese0- $116,000.00 
SR Gy INE 265 W055 <0 eh cReitede s caw ees cease ,000.00 
Real estate ...... Shera atte oehi ee acaRip wie cabs tet igi ce ata aig 26,590.00 
ea INS Shue 555 each cals eeeclem hes's's + Sodee aes 11,758.27 
CPI iiln-e.0's 03 od eas ob08 eeinededn ads o9.sene | Sapte 


Bonde ‘city: of Mew VOT. 63 ccccics ccicsvercccesices SeSOOte 








362 


Organization expenses—fees, etc. .:; 10,488.73 
Salaries, office rent, stationery and other expenses 30,805.91 
Franchise tax 2,438.40 
Traveling and miscellaneous expenses 9,817.38 
Office furniture 703.95 
Commissions 425.00 
Interest on assumed mortgages 637.50 


$281,860.64 


Balance 11.21 

The proposed line of the New York & Port Chester Rail- 
road was almost identical with the line of the New York, 
Westchester & Boston Railroad, and as soon as it became 
evident that the latter company proposed to build its road the 
Port Chester Co. began to contest the construction. 

Numerous lawsuits and injunction proceedings were insti- 
tuted, resulting in long delays to the building of either line so 
that at Oct. 31, 1906, or thereabout, all the Port Chester Co. 
had accomplished was the purchase of some real estate and 
the expenditures of funds for various other purposes, as shown 
on the statement previously mentioned... Some time during Oc- 
tober, November and December, 1906, the exact date unknown, 
Oakleigh Thorne, of New York City, and Marsden J. Perry, 
of Providence, R. I., acquired control of the company through 
the purchase of the capital stock from William C. Gotshall 
(see Thorne & Perry and Millbrook Co.), and from that time 
on the New York & Port Chester Railroad Co. became practi- 
cally an inactive concern. 


THE CITY & COUNTY CONTRACT CO. 


The City & County Contract Co. was organized and in- 
corporated on April 12, 1904, under the laws of the state of 
New York, with a capital stock of $800,000, divided into 8,000 
shares of a par value of $100 per share. Its charter authorized 
the company to engage in a general contracting business, deal 
in stock, bonds, and real estate and all other transactions in- 
cident thereto. On April 14, 1904, the incorporators, Richard 
P. Rivinae, Wm. H. Crawford, Marcus C. Dougherty, Malcolm 
C. Anderson, and Ford B. Irving, each purchased one share 
of stock, paying therefor $100, making an aggregate of $500 
with which the company began business. On April 28, 1904, 
the City & County Contract Co. purchased and assumed a con- 
tract dated April 25, 1904, from Charles H. Smith, under the 
terms of which Smith was to construct the New York, West- 
chester & Boston Railroad and receive therefor $19,000,000 in 
capital stock and $15,000,000 in first mortgage bonds of the 
railroad company. 

In acquiring this contract the City and County Contract Co. 
paid to Charles H. Smith $1,050,000 in cash and $1,050,000 in cap- 
ital stock of the New York, Westchester & Boston R. R. Co. 

This payment was accomplished on July 18, 1904, and im- 
mediately thereafter Smith and his associates appear to have as- 
sumed control of the City and County Contract Co. As a matter 
of conjecture, Charles H. Smith and his associates, the most 
prominent of whom seems to be James P. McDonald, a railroad 
contractor of New York City, appear to have been very active 
in what might be termed a three-cornered arrangement; 

First, in the resurrection of the New York, Westchester & 
Boston R. R. Co.; second, in the construction contract with 
Charles H. Smith; and third, in organization of the City and 
County Contract Co. and the assignment of the Smith contract. 

While no records substantiate this connection it is noticeable 
that the name of J. Treadwell Richards appears as attorney for 
all parties. 

Another significant situation appears when it is remembered 
that the New York, Westchester & Boston R. R. Co. took a new 
lease of life early in 1904, exact date unknown, the City and 
County Contract Co. was organized April 12, 1904, the contract 
between Smith and the railroad company was executed April 25, 
1904, and the same contract assigned by Smith to the City and 
County Contract Co. on April 28, 1904. From the latter date and 
until November, 1904, the activities of the City and County Con- 
tract Co. were of no importance, but on Nov. 12, 1904, it entered 
into an agreement with Dick & Robinson, a_ banking firm of 
New York City, to act as managers of a syndicate to purchase 
the bonds of the New York, Westchester & Boston R. R. Co. 
The terms of this agreement provided for the purchase of the 
entire bond issue of $15,000,000, at 90, for which the syndicate 
managers were to receive a commission of 2% per cent in cash 
and $1,500,000 in stock of the railroad company for services in 
organizing the syndicate. In addition to this the City and 
County Contract Co. were to give as a bonus three shares of 
stock of the railroad company to the purchaser of each bond. 

The effect of this agreement was to obligate the City and 
County Contract Co. to assume a loss of 10 per cent on the 
bonds sold, $1,500,000, relinquish $6,000,000 of railroad capital 
stock, $4,500,000 to bond purchasers and $1,500,000 to syndicate 
managers for services, and to pay to the syndicate managers 
2% per cent commission or $375,000 in cash, aggregating a total 
of $7,875,000 in cash, stocks and bonds, out of the $34,000,000 in 
stocks and bonds which it was to receive from the railroad 
company for construction. 

This would seem to be rather extraordinary when it is re- 
membered that the only source of revenue the City and County 
Contract Co. had was from the sale of railroad securities. 

The agreement, however, was only partially fulfilled. From 
the time of the execution of the syndicate agreement until Dec. 
31, 1906, the City and County Contract Co. received from the 
syndicate managers $4,819,120 in eash, $4,069,120 representing 
proceeds from sale of bonds and $750,000 representing a loan 
from the Knickerbocker Trust Co., obtained through the syndi- 
cate managers. During the same period this money had been 
expended for real estate, engineering expenses and various other 
items incident to the construction of the railroad. 

In October, 1906, dissatisfaction arose over the inability of 
the syndicate managers to obtain further payments on the bond 
subscriptions. All available sources for obtaining money had 
been exhausted and the City and County Contract Co. was on 
the verge of bankruptcy. About this time Oakleigh Thorne and 
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Marsden J. Perry, bankers, of New York City and Providence, 
R. L, respectively, submitted a proposition in which they offered 
to assume the syndicate managers’ obligations, provide new 
underwriting, and provide funds for the Contract company to 
carry on their construction contract. Accordingly, on Oct. 26, 
1906, agreements were entered into between Dick & Robinson, 
syndicate managers, City and County Contract Co., and Thorne 
& Perry, under which Thorne & Perry assumed all of the obliga- 
tions, and received all of the rights and benefits of the original 
contract. Thorne & Perry reserved the privilege of purchasing 
all of the capital stock of the City and County Contract Co., 
which they subsequently exercised, by paying to the stockhold- 
ers $727,500 in cash and representing 6,755 shares at $100 per 
share, $675,500, premiums on capital stock $37,500, both amounts 
having been paid in cash by the holders of the stock, and $14,500 
in stock given to J. Treadwell Richards in settlement for legal 
services rendered. In other words, Thorne & Perry acquired 
control of the City and County Contract Co. by the payment of 
$727,500 representing all of the capital stock outstanding and 
consequently succeeded to the contract to build the New York, 
Westchester & Boston R. R. From this time until Oct. 31, 1907, 
the City and County Contract Co. continued its construction 
work, obtaining its funds through Thorne & Perry, furnished 
indirectly by the New York, New Haven & Hartford R. R. Co., 
at which time the latter company assumed direct control of the 
situation. No investigation was made of events subsequent to 
Oct. 31, 1907. 

From the date the City and County Contract Co. became 
active until Oct. 31, 1907, when the New York, New Haven & 
Hartford R. R. Co, took control of the situation, the Contract 
company was involved in constant litigations brought about by 
suits and countersuits, injunctions and legal proceedings insti- 
tuted by the New York & Port Chester R. R. Co. and other 
hostile interests, so that a small amount of construction work 
was accomplished. 

The total amount of cash receipts, together with the ex- 
penditures for the period previously mentioned, appear on the 
following statement: 


Cash receipts to Oct. 31, 1907: 
Subscriptions to capital stock 
Premiums on capital stock 
Treasury stock sold 
Syndicate managers 
Loans from Dick & Robinson 
Loans from Dick & Robinson 
Loans from Dick & Robinson 
Loans from Dick & Robinson 


Loans from E. R. Dick 
Loans from E. R. Dick 
Loans from E. R. Dick 


$ 655,500.00 

37,500.00 

20,000.00 

4,872,059.95 
$525,000.00 
50,000.00 
50,000.00 
40,000.00 


————_ 665,000.00 
13,000.00 


40,000.00 
150,000.00 
210,000.00 

1,642,435.16 

59,677.22 

25,809.71 

2,100.00 

41,398.91 

14,301.85 

18,205.56 

575.01 


8,454,566.37 


$3,326,870.15 
1,395,477.00 


Loans from Railway Companies General 
Loans from Thorne & Perry 

Loans from Millbrook Co 

Rentals from properties 

Interest received on deposits, etc 
Coupons from bonds owned 

Property sold 

Esmond Stiles, special account 

Deposits for payment of liens, etc 
Rents from offices, etc. 


Cash expenditures to Oct. 31, 1907: 
Cash expenditures for real estate 
Construction 
Loans and notes paid .. 893,838.81 

Notes favor of Dick & Robinson $665,000.00 
Notes favor E. R. Dick 67,838.81 
Notes favor railway companies, general 161,000.00 
Subway & Westchester Cons’n Co., capital stock.... 
Reading-Jersey Central collateral trust bonds 
Legal expenses 
Cash wn to New York, Westchester & Boston 
on n'a Sicha ph bce SAAR. eee bale Sime Ae et 
Commissions on sale of New York, Westchester & 

Boston Ry. bonds 
Interest on New York, Westchester & Boston Ry. 

bonds 
Release of claims of contractors, etc 
Payment to Charles H. Smith 
Payment to James P. McDonald 
Expenses in connection with incorporation 
Tax on capital stock of City and County Contract Co. 
Interest on $1,500,000 underwriting 
For privilege to construct road in Bronx.............. 


184,000.00 
20,000.00 
117,741.58 


332,230.60 
138,112.50 


220,547.94 
52,435.16 
1,050,000.00 
375,000.00 
320.00 
1,352.50 
3,853.34 
4,000.00 


8,115,959.58 
Cash expenditures from vouchers recorded: 
Repairs to buildings, etc 2 $ 13,183.14 
Interest paid on loans, etc 42,661.24 
Title insurance 19,291.76 
Insurance 3,426.29 
Repayment of liens on property............ 16,710.56 
Real estate expenses, salaries, etc 28,538.28 
Taxes 36,404.68 
Engineering fund 461.05 
Furniture and fixtures 667.50 
Payments made on account of New York, 
Westchester & Boston R. 115,584.94 
Miscellaneous items 21,008.01 
————-_ 297,937.45 
Cash on hand— 
New York Trust Co 
Knickerbocker Trust Co 


Trust Co. of America 
40,669.34 


8,454,566.37 
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NEW YORK R. R. & DEVELOPMENT CO. 


From the records obtainable it appeears that the New 
York R. R. & Development Co. was incorporated on Dec. 6, 
1904, under the corporation laws of New Jersey, with a cap- 
jtal stock of $1,50v,0u0, subsequently increased to $2,000,000, and 
later decreased to $509,000 by reducing the par value of each 
sbare from $100 to $25. 

The subscribers of record are Kean Van Cortland & Co., 
Oakleigh Thorne, Harvey Fisk & Son, Edwin Gould, and O. C. 
Barber, each paying $100,000 in cash. The records of this 
company are very meager, but from such as were available it 
would seem that its activities were confined to a period of 
six months, June, 1905, to December, 1905. lt appears to have 
been controlled by William C. Gotshall or, at least, manipu- 
lated by him and, before its purchase by Thorne & Perry, was 
supposed to have a contract to build the New York & Port 
Chester R. R. In order, therefore, to secure a complete con- 
trol of the New York & Port Chester R. R. Co., Thorne & 
Perry were induced to buy out the Development Company, 
and after doing so discovered that no such contract was in 
existence. ’ 

The receipts and expenditures of the company are shown 
on the following statement: 








Receipts: 
oe ES ee er re $500,000.00 
EpCs, Se | . PES 5 a Sie wih o n5a0F 6 65 4.0le O10 a Vas 7,431.23 
$507,431.23 

Expenditures: 
Purchase of City & County Contract Co. notes....... $175,000.00 
ROBE BEE, 65 534s ssleae cine deo mianes iss Uek elena obs0ns 96,322.00 
West Chester Townsite Co. bonds...,........scceeees 12,500.00 
eR RA Pe re ern t oe yee ree rrr ere re 5,598.20 
Pee NN in. ves es ctcuwk eesideeasscoestncenee 1,750.00 
ENQiGGCie -GUDORIOR- «0:0 6060 0.00 ccs e oseesdes csenc oe eesic 3,727.26 
MieRGIE GERIOOR: * bin ok ees cece cescdeechacerocaes 3,836.90 
Iie, 5.5 504454000 Ne dcicesaeyockotscueeasaseenetere 277.63 
I foe Le ea a aie nbhask oan whl dam aad oe aa aaa e 119.24 
Cash turned over to Millbrook Co... ...cccccccsescveccs 8,500.00 
$307,431.23 
Balance unaccounted for .........ceeececcescesciee ee $200,000.00 


Some time between Oct. 1, 1906, and Dec. 31, 1906, the 
entire capital stock of the New York Railroad & Development 
Co. was acquired by Oakleigh Thorne and Marsden J. Perry, 
who paid therefor $750,000 (see Thorne & Perry), and on May 
2, 1907,. the company was dissolved and its affairs turned over 
to the Millbrook Co. (See latter company for details.) 


THORNE & PERRY. 


Some time during the month of September, 1906, Mr. Oak- 
leigh Thorne, a banker of New York City, and at that time 
the president of the Trust Co. of America in New. York, ap- 
proached Mr. Charles S. Mellen, then president of the New 
York, New Haven & Hartford Railroad Co., and told him of the 
difficulties of the New York, Westchester & Boston and New 
York & Port Chester Railroad companies, which are referred to 
elsewhere. Mr. Mellen verbally assured Mr. Thorne that if he 
(Thorne) could acquire two-thirds of the stock of both com- 
panies the New York, New Haven & Hartford Railroad Co. 
would purchase them and pay the cost plus a commission. 

On Oct. 2, 1906, Mr. Thorne stated to a committee of the 
New York, New Haven & Hartford Railroad Co. directors 
consisting of Charles S. Mellen, J. P. Morgan, William Rocke- 
feller, and George Macculloch Miller that he was in a position 
to control both the New York, Westchester & Boston and 
New York & Port Chester Railroad companies, that he was ready 
and would like to build the road selected and turn it over to 
the New York, New Haven & Hartford Railroad Co. at cost 
and a commission to be agreed upon. 

Acting upon the assurances of Mr. Mellen, Mr. Thorne as- 
sociated himself with Marsden J. Perry, a banker of Providence, 
R. L, and together they proceeded to acquire control of the 
securities mentioned. It is quite evident that Mr. Mellen’s 
assurances were approved by the New Haven directors from 
the fact that on Oct. 19, 1906, the New Haven Co. began to 
supply the funds to Thorne & Perry for the purchase of the 
securities. In order to keep from the public the New Haven’s 
interest in the matter, arrangements were made for the New 
Haven to deposit all] moneys with J.‘ P. Morgan & Co. subject 
to the demands of Thorne & Perry, who gave their notes to 
J. P. Morgan & Co. for the cash received. 

From Oct. 19, 1906, to Jan. 9, 1907, Thorne & Perry received 
from J. P. Morgan & Co. $8,250,000 in cash, advanced by the 
New Haven, and during the same period claim to have expended 
$7,939,867.97 for the control of the New York, Westchester & 
Boston and New York & Port Chester Railroad companies and 
their affiliated companies, together with miscellaneous expenses 
incident thereto. Mr. Thorne appears to have been the most 
energetic person in these transactions and furnished the in- 
formation upon which the figures quoted above are based, but 
there are no substantial records in evidence to support the 
statement. In an interview with Mr. Thorne on April 14, 1914, 
a request was made for the details of his expenditures as he 
had stated them when accounting for the moneys he had re- 
ceived from J. P. Morgan & Co. Mr. Thorne replied that he 
was unable to furnish the information. In support of his posi- 
tion he said that the transactions involved in these deals were 
all handled through his personal account at the banks and 
recorded in his personal books, that he had destroyed these 
books, together with all papers early in January, 1912, by 
burning them in the furnace at his residence. He further 
stated that he had destroyed his books because he did not 
want them around; that his affairs were much involved in 
the financial panic which occurred in the latter part of 1907, 
and as soon as he was able to extricate himself from his dif- 
ficulties he decided to make a new start. 
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Mr. Thorne remembered in a general way the transactions, 
but when asked questions relative to specific items, amounts, 
or dates, he claimed he was unable to name them. Mr. George 
Ss. Hansel, who held the position of confidential clerk to Mr. 
Thorne, was also interviewed and substantiated Mr. Thorne’s 
statement so far as the destruction of the records is concerned. 
Mr. Hansel said he never was advised of the details by Mr. 
Thorne, but followed his directions without question. 

Every possible source of information was exhausted in the 
efforts to obtain the information which is absolutely necessary 
to completely clear up the situation, but without success. The 
problem, therefore, resolved itself into an analysis of such rec- 
ords as were available, the result of which is reflected on the 
following statement, upon which will be found the cash re- 
ceived from J. P. Morgan & Co. by Thorne & Perry and the 
expenditures claimed to have been made by them and the ex- 
=» disclosed by the records as having apparently been 

Receipts: 
: Cailmed. Recorded. 
Cash received from New York, New . 
Haven & Hartford through J. P. Mor- 


ao Kan niin sae bomiek CEE OS OR aeRO Ob as Oks, $8, 250,000.00 
Expenditures: 
New York, Westchester & Boston bond 
IE 3.5 5 Maresh odie. oron'4cnahoa's oka $5,931,441.07 $4,485,689.00 
New York and Port Chester R. R...... 940,000.00 750,000.00 
City & County Contract Co............ 727,500.00 937,500.00 
New York Railroad & Development Co. 192,000.00 821,625.00 
City of Nem SOF DOME. 455. cscs cece 93,879.17 93,879.17 
ee ee Serene ae 7,500.00 7,500.00 
Services civil engineer ..............-. 1,672.73 1,672.73 
Taxes State of New York.............. 9,875.00 9,875.00 
City & County Contract Co. notes...... 35,000.00 
° $7,939,867.97 $7,107,740.90 
Expenditures claimed by Thorne & 
DE oi eebccne conned oan scaksweeaeree 7,939,867.97 
Expenditures as reflected by available 
TOOONOS oace'ccne SN ae «+++ 7,107,740.90 
NN os ais os bas 40s saan Hemera $ 832,127.07 


The balance of the unexpended cash was turned over to 
the Millbrook Co. ‘ 

It will be noted that there is an apparent discrepancy of 
$832,127.07 between the amount expended as claimed by Thorne 
& Perry and the amount expended as reflected by the records, 
and it is clearly the imperative duty of Mr. Thorne to explain 
this discrepancy either by substantial records or statement 
under oath. In addition to this amount, there appears to have 
been an amount of $200,000 in the treasury of the New York 
Railroad & Development Co. when Thorne & Perry secured 
control, which does not seem to be accounted for in view of 
the fact that when the assets of the company were turned over 
to the Millbrook Co. the records indicate but $8,500 in cash as 
being received. This apparent discrepancy should also be ex- 
plained by Mr. Thorne. ° 


MILLBROOK CoO. 


The company was organized on Nov. 5, 1906, with an orig- 
inal capital of $1,000, which, by unanimous consent of the 
stockholders, filed on the 10th day of Novémber, 1906, was in- 
creased to $100,000. It was organized upon advice of counsel 
for the New Haven for the purpose of carrying out the prior 
arrangements between the New Haven and Messrs. Thorne 
& Perry, with respect to the purchase of the securities of the 
New York, Westchester & Boston Railroad Co., the New York 
& Port Chester Railroad Co., and certain other affiliated com- 
panies, and for the construction of a railroad. Messrs. Thorne 
& Perry’s purchases began before the organization of the Mill- 
brook Co., but the exact terms of the arrangement were not 
reduced to writing until after the making of the contract 
hereinafter mentioned between the New Haven and the Mill- 
brook Co. Shortly after the incorporation of the latter com- 
pany Messrs. Oakleigh Thorne, Marsden J. Perry, and W. H. 
Chesebrough were made directors. Thereupon there was exe- 
cuted its contract with the New Haven with respect to the 
construction of the railroad and to the purchase of Westchester 
and Port Chester securities. The stock of the Millbrook Co. 
was owned by Messrs. Thorne & Perry, and in an agreement 
supplemental to the contract between that company and the 
New Haven they agreed to aid and assist the Millbrook Co. 
fully to perform and consummate the purposes of such agree- 
ment. They further agreed not to sell, dispose of, or en- 
cumber the stock of the Millbrook Co. or to consent to or 
permit any increase of the stock without the consent of the 
New Haven. And in order to protect and support this arrange- 
ment, théy dposited the certaificates of steck of the Millbrook 
Co. with the New Haven, to be held by it as security during 
the pendency of the agreement, with an option to purchase 
the stock at par and 6 per cent interest, in case the operation 
of the contract between the Millbrook Co. and the New Haven 
should be terminated in accordance with its provisions. 

From Messrs. Thorne & Perry the company acquired (1) 
a dominant interest in the stock of the New York, Westchester 
& Boston Railroad Co., through controlling an underwriting 
for its construction involving the payment of a large amount 
of money in consideration of bonds and of stock to be received, 
and (2) all of the stock of the New York & Port Chester Rail- 
road Co., subject, however, to the carrying out of the terms 
of a certain contract therefor personally made by Messrs. 
Thorne & Perry with one William C. Gotshall, the promoter 
of the Port Chester road. This agreement provided for the 
purchase of the New York & Port Chester Railréad Co. bv 
Thorne & Perry by a payment of $750,000 in cash, $2,000,000 
par value of stock, and $100,000 par value of the New York 
& Port Chester Railroad Co., or of any other railroad which 
might be constructed. The eash was paid by Thorne & Perry. 
but the delivery of the securities was never effected, owing 
to the inability of Thorne & Perry to determine which line to 
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build, due to the then existing legal obstacles. A suit was 
instituted by Gotshall to obtain these securities, and on Jan. 
21, 1909, a compromise settlement was effected by the payment 
to Gotshall of $1,085,935.41 in cash, $1,000,000 representing the 
settlement of the agreement and the balance, $85,935.41, repre- 
senting real estate and right-of-way along the line of the New 
York, Westchester & Boston Railroad. The funds to enable 
the Millbrook Co. to make this settlement were advanced by 
the New Haven. 

The Millbrook Co., having succeeded to assets and liabili- 
ties of Thorne & Perry, proceeded to comply with the terms of 
the agreement entered into with the New Haven. The same 
arrangement. for obtaining funds from the New Haven that 
Thorne & Perry had made were continued by the Millbrook 
Co., excepting that the notes given to J. P. Morgan & Co. were 
signed by Millbrook Co. instead of Thorne & Perry as heretofore. 

In addition to the securities and other evidences of ex- 
penditures received from Thorne & Perry, the Millbrook Co. 
also received $456,757.49 in eash, representing the balance of 
funds received by Thorne & Perry from J. P. Morgan & Co. 
On Feb. 28, 1907, the company gave a note to J. P. Morgan 
& Co. for $8,250,000 to take up the notes previously given by 
Thorne & Perry, and subsequent to that date and including 
Sept. 25, 1907, they gave other notes to J. P. Morgan & Co. 
aggregating $2,905,000, for which they received cash. 

This cash, with the balance received from Thorne & Perry, 
was used principally in paying Thorne & Perry the commissions 
accruing to them under the New Haven agreement, advancing 
funds to the City & County Contract Co. which they now 
controlled, to enable the Contract Co. to proceed with the 
construction of the New York, Westchester & Boston Rail- 
road in accordance with contractural obligations, and to pur- 
chase the remaining outstanding bond subscriptions of the New 
York, Westchester & Boston Railroad that Thorne & Perry had 
not acquired. 

These transactions took place between January, 1907, and 
Oct. 31, 1907. On the latter date the New Haven terminated 
the contract with the Millbrook Co. and took direct control of 
the situation, Thorne & Perry withdrew, and the entire affairs 
of the Millbrook Co. were assumed by the New Haven. 

The following statement reflects the receipts and expendi- 
tures for the period covered by this investigation, which ex- 
tones o— the date of incorporation to Oct. 31, 1907, inclusive: 

eceipts: 


Cdsh received from Thorne & Perry............+00-. $ 456,757.49 
ny i a ae ia a iene hae meee 1,000.00 
ee sn oa a piseeepaladip cee e ape wne 4,750.00 
nS, Gk CE OO a os sw cae en nae amet se.0'ai0-6 5,290.88 
Cash from New York Railroad & Development Co... 8,500.00 
le ED, ona oi denknadae wah pens s ad aaah hea ene es 208.32 


Cash from New York New Haven & Hartford 


Sere J. Fi BEOEBGR GB COs nck ce eessccceseseaicde 2,905,000.00 


$3,381,506.70 


a Ech aa ach ne ks beak al inion aes ak ik 
Expenditures: 

Cash advanced to City & County Contract Co....... $1,642, 435.16 

New York, Westchester & Boston Railroad bond 
REP IEE CT eS 395,789.94 
Commissions paid to Oakleigh Thorne............... 372,669.22 
Commissions paid to Marsden J. Perry............+. 372,669.22 
Commissions paid to W. H. Chesbrough............. 39,228.32 
EMGMG PAIGE tO COMIMIGR TROTMG. oc. ccccesccccceccccss 73,312.73 
SC UG BP ee, nee 73,312.73 
Loans paid ito Knickerbocker Trust Co........... aa 50,000.00 
Interest on loans—J. P. Morgan & Co............0.. 39,854.18 
EEE ILL NOE: LEE II EEE OP OE 71,473.42 
I SE a a ilies De cand dines obikes eb siee mean 4,000.00 
A | NN oo a 5 wie ole Rare: peeineawe ors ais 9,374.96 
a I (daa i ahr Diedrich msinghses Pangaea 1,880.00 
3,875.86 


Miscellaneous expenses 


$3,149,675.74 
GE I EE ON os nd eecuied st ones dnmaaane $ 231,830.96 


: EXHIBIT B. 
REPORT OF THE EXAMINATION OF ACCOUNTS OF THE 
RHODE ISLAND CO. 


In the year 1893 the United Traction & Electric Co. was 
chartered under the laws of New Jersey and became the owner 
of the stock of the Union Railroad and the Pawtucket Street 
Railway companies. In 1899 or 1900 it became the owner of the 
stock of the Rhode Island Suburban Railway Co. 

The par value of the Union Railroad Co.’s capital stock 
outstanding at that time was $2,000,000, and that of the Paw- 
tucket Street Railway Co.. was $200,000. The Traction Co. ad- 
vanced to these companies all needed capital for additions and 
improvements, including the cost of the change from horse to 
electric power, and became entitled to such additional stock 
as they might issue. To pay for the stock of these companies 
and to secure the capital to ~be advanced for such additions 
and improvements the Traction Co. issued its capital stock to 
the amount of $8,000,000 and delivered to the Central Trust Co. 
of New York its collateral trust mortgage dated July 1, 1893 
for $9,000,000, secured by the then and afterwards acquired 
stock of the Union Railroad and Pawtucket Street Railway 
companies, and further secured by deposit with it of all but 
$25,000 of the $3,000,000 of mortgage bofids of the Union Railroad 
Co. due July 1, 1912. The Traction Co. mortgage shows that 
$8,000,000 of these bonds were issued in. 1893 to acquire the 
following securities: 19,341 shares Union Railroad Co., par 
value, $1,934,100; 1,276 shares Pawtucket Street Railway Co., 
par value, $127,600; 2,998 shares Providence Cable Tramway 


Co., owned by Union Railroad Co., par value, $299,800; 2,975 first 
mortgage bonds of Union Railroad Co., on which no interest 
accrues, $2,975,000. 

The books of the United Traction & Electric Co. were not 
examined and therefore it is not known at what cost the above 
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securities were acquired. 
time an officer of the Union Railroad Co., stated verbally to 


However, Cyril A. Babcock, at one 


the examiner that the United Traction & Electric Co. paid 
about $250 per share for the Union Railroad Co. capital stock. 

The Union Railroad Co. was created in 1865 and there were 
then consolidated into it the following six companies, operated 
in and about Providence, R. I1., viz: Providence & Pawtucket 
Horse Railroad Co., Elmwood Horse Railroad Co., Providence 
& Cranston Railroad Co., South Main Street Horse Railroad 
Co., and Broadway &-Providence Railroad Co. 

In 1872 the Providence, Pawtucket & Central Falls Railroad 
Co. was consolidated with the Union Railroad Co. and in 1895 
the Union Railroad Co. took over under a 50-year lease the 
Providence Cable Tramway Co., of whose shares all but $200, 
par value, were owned by the Union Railroad Co. 

The Pawtucket Street Railway Co. was incorporated in 
1885 with authority to construct and operate railways in Paw- 
tucket, Lincoln and Cumberland. 

3 The Rhode Island Suburban Railway Co. was incorporated 
in 1899, constructed in East Greenwich and Warren, and acquired 
the properties of the Pawtucket Valley Electric Street Railway 
Co, and the capital stock of the Cumberland Street Railway Co. 
amounting to $70,000 in 1900, and the capital stock, of the Bar- 
rington, Warren & Bristol Street Railway Co., amounting to 
$500,000, the Interstate Consolidated Street Railway Co. (in 
Rhode Island), and the property of the Oakland Beach Branch, 
so-called, of the New York, New Haven & Hartford Railroad Co. 

The Rhode Island Suburban Railway Co. issued its capital 
stock to the amount of $5,000,000 in the name of the United 
Traction & Electric Co. and pledged and delivered as addi- 
tional security for the Traction Co. mortgage, a mortgage of 
its own property and franchises to the Union Trust Co. of 
Providence to secure its bonds to the amount of $5,000,000, a 
part of which is reserved for the refunding of the outstanding 
bonds of the Pawtucket Valley Electric Street Railway Co. 
$247,200 and of the Cumberland Street Railway Co. $69,000. 

In June 30, 1902, according to returns filed with the Railroad 
Commission of Rhode Island the condition of the following- 
named companies was: 


} 
2 : 
pa 3s Se 
6 ge as. 
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E ; oe S 
Si som ° 
P Aim panes B 
I, Savon be vac blaca 141.39 25.25 72.43 239.07 
Liabilities. 
Capital stock ...$9,000,000.00 $500,000.00 $5,000,000.00 $14,500,000.00 
SE be oras cae SR ss chadtees 4,933,200.00 4,958,200.00 
Fioating debt .. 23,748.76 7,777.20 3,776.06 35,302.02 
Surplus or deficit 390,297.45 83,562.80 * 272,436.54 201,523.71 


wien’ $9,439,146.21 $591,340.00 $9,664,539.52 $19,695,025.73 
*Deficit. - 

The United Traction & Electric Co., at about this time (say 

previous to May, 1902), became doubtful of its ability to finance 

the growing capital needs of the above properties, and, as may 

be inferred from the following letter, sought the aid of the 


_United Gas Improvement Co. of Philadelphia, Pa.: 


May 9, 1902. 
Hon. Royal C. Taft, Providence, R. I. 

My Dear Sir.—I regret very much that I did not have the 
pleasure of meeting you on Wednesday, when we verbally pre- 
sented to the committee of shareholders of the United Traction 
& Electric Co., at their meeting held in New York, a plan or 
proposition for a lease of the properties controlled by the United 
Traction & Electric Co. to the Rhode Island Co. After a very 
full discussion of the subject it was suggested that I present 
to you, as chairman of the committee, in writing, the propo- 
sition then outlined, which I beg to do herewith, with the ex- 
planation that the United Gas Improvement Co. proposes to 
subscribe to and pay up in cash the at present authorized 
$2,000,000 at par of capital stock of the Rhode Island Co. 

The proposition of the United Gas Improvement Co. is: 

That leases for 999 years shall be made to the Rhode Island 
Co. by the Union ‘Railroad Co., the Pawtucket Street Railway 
Co. and the Rhode Island Suburban Railway Co., under which 
leases, together with a contract made with the United Traction 
& Electric Co., the control and operation of the entire system 
which is known now as the United Traction & Electric ,Co.’s 
system shall pass to the Rhode Island Co., at the annual rental 
of an amount which shall be equal to the sum of the interest 
upon the $9,000,000, par value, of 5 per cent bonds of the United 
Traction & Electric Co., the interest upon $5,000,000, par value, 
of 4 per cent bonds of the Rhode Island Suburban Railway Co., 
and a sum equal to 5 per cent upon the $8,000,000, par value, 
of capital stock of the United Traction & Electric Co., together 
with all taxes which shall be assessed or levied upon the leased 
properties and upon the United Traction & Electric Co., and 
such reasonable amount as shall be agreed upon to cover thé 
necessary expenses of the maintenance of the organization of 
the various corporations. 

That the lessee shall also agree at its own cost and expense 
to make all extensions, improvements,-and betterments to the 
leased property which shall become necessary or judicious in 
its judgment in order to maintain the various plants in good 
and efficient condition and to meet the demands of the public 
for transportation. All such improvements, betterments, ex- 
tensions, etc., to be and remain the property of the lessor, 
subject to the terms of the lease. 

That the United Gas Improvement Co. shall guarantee the 
performance by the lessee of the obligations undertaken by it 
in the leases, and that such guaranty of the United Gas Im- 
provement Co. shall continue until there shall have been spent 
in extensions, improvements, and betterments of the leased 
properties the sum of $4,000,000. 













ae ee De dh te eweU lt tetrtstes wt ® 











August 15, 1914 


That no part of the $2,000,000 cash capital of the Rhode 
Island Co. now to be paid in, nor any expenditure of it upon 
your plant, shall be credited against this sum of $4,000,000 last 
mentioned. , 

That the stock of the Rhode Island Co. shall be transferred 
to a corporation of New Jersey under the name of the Rhode 
Island Securities Co., with a total authorized eapital stock of 
$20,000,000, of which $12,000,000 shall be issued as full paid to 
the United Gas Improvement Co. when the above-named leases 
and agreements are executed, of which an amount equal at par 
to 25 per cent of the par value of the stock of United Traction 
& Electric Co. shall be delivered to your shareholders in the 
proportions of their holdings. The remaining $8,000,000 of stock 
will be issued to us as other properties are acquired or leased. 
The Rhode Island Securities Co. will authorize the issue of 
$20,000,000 of collateral trust bonds, of which $5,000,000 will 
bear 4 per cent interest and have a sinking fund provision of 
1 per cent and will be called series A, and the remaining 
$15,000,000 will bear 5 per cent and be called series B. Three 
million five hundred thousand dollars of series A bends will be 
delivered to the United Gas Improvement Co. in consideration 
of its cash payment as above of $2,000;000 and its guaranties 
described above. The remaining bonds of series A are to be 
delivered to the United Gas Improvement Co. with the balance 
of the shares of the Rhode Island Securities Co. as other prop- 
erties are acquired or leased. All of series B are to be applied 
and restricted under and by proper provisions in the trust deed 
to expenditure upon the properties which will be acquired or 
leased by the Rhode Island Co. 

Herewith inclosed are copies of suggested forms of. the 
various Jeases and of said contract. The papers submitted 
substantially embody the proposition outlined above, excepting 
the guaranties of the United Gas Improvement Co., which can 
more properly be made the subject of a separate and distinct 
contract. 

Very truly yours, 
THE UNITED GAS IMPROVEMENT CoO., 
By Thomas Dolan, President. 


In 1902 Royal C. Taft was a holder of United Traction & 
Electric Co. stock and also connected officially with the fol- 
lowing Providence, R. I., companies: President and director 
Merchants National Bank; vice-president Providence Institu- 
tion for Savings; director Rhode Island Hospital Trust Co.; 
director New York, New Haven & Hartford Railroad Co. 

The proposition of the United Gas Improvement Co. was 
accepted by the United Traction & Electric Co., with the result 
that a charter was obtained for the Rhode Island Co. (organized 
June 24, 1902), which company leased for a period of 999 years 
from June 24, 1902, the properties, rights and franchises of 
the Union, Pawtucket and Suburban railway companies at the 
following annual rentals: 

Union Railroad Co., $8 per share on 90,000 shares of 





RI. i lacis csasa bs ies pe Pim eer saceesige Senate sear aah Maeda ak aaa ai ia Rcd $ 720,000 
On 2 shares of Providence Cable Tramway stock, at $6 
RY IND. SS easeenhsiasitends 6 migniho. edie 4c Sun tacaticck atk Ga aala ale gilts 12 
EOD CUO UIS nas 055 sc ctiesne cadens tacsaeeeerees a 100 
Pawtucket Street Railway Co., $6 per share on 5,00 
EG ES Se Se Ti oe he ee ee ee 30,900 
Ce, I kn i Scce up ccciads cnaenne sau neee ares 100 
Rhode Island Suburban Railway Co., $2 per share on 
Sy I TI RN aon x cuisnwcieeah ceen ale piemeees 100,000 
OPRANIBATION SHPONBOD «..o.o.0.0.000ccicccesccceccescecegecs . 100 
Interest at 4 per cent on Rhode Island Suburban Rail- 
way Co. bonds, par value $4,682,000..............206- 187,280 
Interest at 6 per cent on Cumberland Street Railway 
Co. Renee: . Dale VONES: GHG Oe se . <ks 6c cbse diwaws sweet cee 4,140 
Interest at 5 per cent on Pawtucket Valley Electric 
Street Railway Co., par value $247,200...........+.-+- 12,360 
United Traction & Electric Co., organization expenses. 7,556 
etek SOD u6ccdenssndadccdadotdat css deed esha eee $1,061,642 


These rentals paid the organization expenses of the several 
lessor companies as well as those of the United Traction & 
Electric Co., the interest charges on the bonds of the Rhode 
Island Suburban Railway Co. and its subsidiaries and furnished 
the United ‘Traction & Electric Co. with the funds necessary to 
pay the 5 per cent interest on its outstanding bonds as well as 
a dividend of 5 per cent upon its outstanding capital stock of 
$8,000,000. 

The Rhode Island Co. began operations on June 24, 1902, 
with no owned railroad property, $2,116,278.34 in cash, of which 
$2,000,000 was received from the United Gas Improvement Co. 
as proceeds from the initial issue of 20,000 shares at par, and 
a floating debt of over $1,151,000, consisting chiefly of notes 
payable and personal injury claims. 

Subsequently, in July, 1902, the Rhode Island Securities Co. 
was organized under the iaws of the’state of New Jersey by 
the United Gas Improvement Co., for the purpose of holding 
the capital stock of the Rhode Island Co. 

Under an agreement dated July 18, 1902, between the Rhode 
Island Securities Co. and the United Gas Improvement Co., 
the Securities Co.’s capital stock was increased to $20,000,000, 
par value of shares $100 each, and an issue of $20,000,000 
of first mortgage bonds was also authorized. This issue was 
divided into $5,000,000 of series A bonds and $15,000,000 of 
series B bonds. On July 18, 1902, the Rhode Island Securities 
Co. acquired the then outstanding capital stock of the Rhode 
Island Co. amounting to $2,000,000, for which it paid to the 
United Gas Improvement Co. $12,000,000 par value in capital 
stock fully paid, and $3,500,000 of its series A bonds, or a total 
of $15,500,000 in face value of capital stock and bonds. 

Upon the execution of the leases and agreements referred 
to in Thomas Dolan’s letter of May 9, 1902, to Royal C. Taft, 
$2,000,000 par value of the $12,000,000 of Rhode Island Securities 
Co. capital stock paid to the United Gas Improvement Co. or 
“an amount equal at par to 25 per cent of the par value of the 
stock of United Traction and Electric Co.” was delivered to the 
— company shareholders “in the proportions of their 

oldings.”’ 
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The capital stock of the United Traction and Electric Co. . 
outstanding at that time, July 18, 1902, was $8,000,000, therefore 
the Traction company holders received $2,000,000 par value of the 
stock of the Rhode Island Securities Co., the market value of 
which, based upon a bid price of $17.50 per share, quoted offi- 
cially by the Providence Stock Exchange in July, 1902, was $350,- 


000. On this same basis the $12,000,000 par value of stock issued 


by the Rhode Island Securities Co. to the United Gas Improve- 
ment Co. had a then market value of $2,100,000, or a value of 
$100,000 in excess of the $2,000,000 paid in cash for the capital 
stock of the Rhode Island Co. The records of the Rhode Island 
Co. and supporting canceled checks indicate that $2,000,000 
were deposited with the Union Trust Co. of Providence, R. L., 
to the credit of the Rhode Island Co. A list of the stock- 
holders at April 30, 1902, drawn from the United Traction Elec- 
tric Co. stock ledgers, shows that there were approximately 
1,000 shareholders, 33 of whom held blocks of 400 or more shares, 
or slightly over 50 per cent of the total number of shares out- 
standing. (I. C. C. Exhibit No. 41). It is probably safe to as- 
sume that the stockholders whose names appear on this list 
participated in the distribution by the United Gas Improve- 
ment Co., of the 20,000 shares at par of the Rhode Island Se- 
curities Co. referred to in the letter of May 9, 1902. 


The United Gas Improvement Co. therefore received, net 
$10,000,000 par value of capital stock and $3,500,000 par of series 
A bonds, or a total par value of $13,500,000 in securities of the 
Rhode Island Securities Co., for $2,000,000 in cash. 


Under the terms of agreement dated June 24, 1902, between 
the United Traction and Electric Co. and the United Gas Im- 
provement Co. the United Gas Improvement Co. agreed to guar- 
antee the performance by the Rhode Island Company of all the 
obligations undertaken by the Rhode Island Co, under all of 
said leases (Union, Pawtucket and Suburban companies of June 
24, 1902) “until the sum of $4,000,000 shall have been expended 
in extensions, additions and improvements to or upon the prop- 
erties demised by said leases.’’ 

As funds were required by the Rhode Island Co. for im- 
provements and extensions they were advanced by the Rhode 
Island Securities Co. on notes of the Rhode Island Co. The 
Rhode Island Securities Co. in turn secured the necessary funds 
from the United Gas Improvement Co. through the issuance of 
its first-mortgage 35-year 5 per cent collateral trust bonds, 
known as Series B. The Rhode Island Company secured $3,381,- 
000 in this manner, in payment of which it issued its capital 
stock to the par value of $3,381,000 to the Rhode Island Securi- 
ties Co. and took up the notes formerly issued. 


The Rhode Island Co. Exhibit No. 1, filed in docket 4845, 
shows that between Aug. 20, 1903, and July 2, 1906, that sums 
aggregating $3,381,000 were secured from the Rhode Island Se- 
curities Co. Under this provision of the agreement the Rhode 
Island Co. expended up to Sept. 1, 1905, $3,955,603.92; and during 
the year 1906, expended $1,010,703.33; or a total expenditure of 
$4,966,307.25. An analysis of the “Certificates of expenditures’”’ 
made over the signature of Thomas Dolan, president of the 
United Gas Improvement Co,, and filed as I. C. C. Exhibit No. 
43, contains a list of these items of expenditure, aggregating 
slightly over $4,966,000. The majority of these items of ex- 
penditure were verified by comparison with the ledger of the 
Rhode Island Co. and found to be substantially in agreement. 
However, at this late date it is not possible to definitely estab- 
lish, from the records available, whether any portion of these 
expenditures cover ordinary maintenance or replacements prop- 
erly chargeable to operating expenses. 

While the writer has nothing authentic on the subject it is 
understood that the United Gas Improvement Co. was desirous 
of disposing of its trolleys in the state of Rhode Island because 
it had not succeeded in getting control of the gas and electric 
companies in Providence, the acquisition of which would have 
been an important factor in bringing about more economical 
operating costs for the property as a whole. That the United 
Gas Improvement Co. did not succeed in acquiring these other 
properties is evidenced by the fact that the par value of capital 
stock amounting to $8,000,000 set aside for that purpose was cre- 
mated, along with other securities, on Dec. 31, 1906 (see I. C. C. 
Exhibit 45, sheet 14), after the trolleys were sold to the New 
Haven Co. 

On Aug. 1, 1906, prior to the New Haven’s entrance into 
the field of Rhode Island trolleys, the par value of the out- 
standing capital stock of the Rhode Island Co. was $5,381,000, 
paid in cash. 

Correspondence filed under Exhibit I. C. C. No. 50 indicates 
that in March, 1906, New York, New Haven & Hartford R. R. 
Co. sought to purchase the capital stock of the Rhode Island 
Co. The New Haven Co. was unable to purchase this stock 
directly, the stock being owned by the Rhode Island Securities 
Co., which company had pledged the stock as collateral security 
under its own issue of bonds. 

In the spring of 1906, C. S. Mellen, president of the New 
Haven Co., and Kandall Morgan, vice-president of the United 
Gas Improvement Co., which owned the Rhode Island Co. 
through the medium of the Rhode Island Securities Co. met and 
conferred from time to time regarding the purchase by the 
New Haven of the Rhode Island trolleys. On April 2, 1906, Pres- 
ident Mellen wrote to Randall Morgan in part as follows: 

“However, I appreciate your position. You have something 
to sell which we desire to buy, and my own position at our last 
interview was that if this was substantially your ultimatum I 
was bound to take it up with my people, present it to them, and 
have them consider whether or not they could afford to lift the 
present burden for the results in ensuing years.”’ 

A letter written under date of April 3, 1906, by Randall Mor- 
gan to C. S. Mellen states that: E 

“The matter of the pars of the stock has been complicated 
by the unfortunate bidding for the shares of both companies, a 
bidding which I have endeavored my best to run down and to 
stop, but which Iam unable to uncover and terminate and which 
I can only explain on the ground that the Connecticut negotia- 
tion has been so prolonged that of necessity people have heard 
something of the fact that we were talking together, which has 
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produced the movement in the Connecticut shares and which in 
its turn has caused people to speculate in the Rhode Island stock. 

“Of course there is a natural reason for the increase in the 
price of these two stocks, and that is that so many people know 
how well the companies are doing, how much their earnings 
have increased, and how much their operating expenses have 
been reduced.”’ 

In Exhibit I. C. C. No. 42 there is given a list of the Provi- 
dence (R. I.) Stock Exchange official quotations for Rhode 
lsland Securities Company capital stock. During July, 1902, a 
bid price of $17.50 per share was quoted. On Aug. 20, 1902, the 
bid price quoted was $23 per share. Between the period of July 
1, 1906, and Dee. 17, 1906, during which time negotiations were 
under way for the purchase of the Rhode Island trolleys by the 
New Haven Co., the bid and asked prices had risen respectively 
from $31 to $33 per share to $68 to $75 per share. The holders 
of the Rhode Island Securities Co.’s stock eventually received 
$80 per share. The income account of the Rhode Island Co. 
shows that no dividends had been declared between 1903 and 
1908, and that the net income for each of the following fiscal 
years ending June 30, was: 


Year. Loss. Profit. 
BO uns snes Sowa ei as Ca Dabdcbehoahees cared SREGSERTG: © so ciidcccasse 
De civicd dd nees Keethbbaceeuse dimen vedoban 76,830.22 aackeeeie ee a 
NN sta Sun vets dad Ge danesa es devas eat eshatihee $127,613.96 
Bp awhaa dine cain deh thie bad hewurent cada . 344,806.54 
BNE ie ed ria ee Malad lek dhe a Walch a biele cs sled etek ebae 139,290.22 
BODE 04. os cites aeanadctehs diane cabane dake’ 178,420.89 


The aggregate of which, with certain adjustments, gives a 
surplus at the end of June 30, 1908, of but $397,067.84. 

On May 25, 1906, C. S. Mellen wrote to Randall Morgan to 
the effect that inasmuch as it was impossible to separate these 
two properties (the Connecticut and Rhode Island trolleys) the 
New Haven Co. were of the opinion that it would be unwise for 
them to take the properties in view of the present conditions 
prevailing in financial circles to extend their credit to the ex- 
tent necessary to handle them both; therefore, as you offer no 
alternative, we are obliged to consider the negotiations closed. 

On Aug. 20, 1906, C. S. Mellen wrote to Senator Nelson W. 
Aldrich, under personal cover, as follows: 

“My Dear Senator: Am I wrong in the impression that I 
was to hear from you again regarding the matter we discussed 
in our last interview before taking any action? 

“It was my understanding that you were to get some defi- 
nite assurance that was to be transmitted to me which I could 
use as a basis for presentation to my directors for action, and I 
handed you a copy of the trust that has been provided for the 
handling of this and other similar matters, and since my return 
to my office sent you a copy of the contract by which the New 
York, New Haven & Hartford R. R. Co. becomes the guarantor 
of all the preferred shares that were to be issued by said trust. 
I have taken no action on the understanding I was to hear from 
you further, but the delay has been so long I am in doubt 
whether or no there is not some misunderstanding as result of 
our interview.”’ 

The New Haven Co. later decided to take the Rhode Island 
trolleys. The correspondence filed does not indicate what 
brought about the change in the ultimatum of May 25, 1906. 

A memorandum dated Friday, November 16, bearing initials 
Cc. S. M., contains in part the following: 

“Saw Mr. Morgan at his office and explained to him the 
proposed lease of the Connecticut Ry. & Lighting Co.’s lines 
and the purchase of the stock and indebtedness of the Rhode 
Island Securities Co. He expressed himself as satisfied with the 
proposition and assured me of his approval.’’ 

One month later, Dec, 16, 1906, the New York, New Haven 
& Hartford R. R. Co. entered into an agreement with the United 
Gas Improvement Company for the purchase of 61,200 shares of 
the Rhode Island Securities Co., $3,352,000 at par of series A 
bonds, and $3,381,000 at par of series B bonds and certain bills 
payable, with accrued interest on same at 5 per cent per annum 
to Aug. 1, 1906, aggregating $1,153,313.26. The United Gas Im- 
provement Co. agreed that it would endeavor to procure the 
sale to the railroad company of the remaining 58,000 shares of 
the capital stock of the Rhode Island Securities Co. The firm 
of J. & W. Seligman & Co., bankers of New York, were desig- 
nated, in the agreement, as the depositary to arrange for the 
issuance of securities guaranteed by the New Haven Co. in ex- 
change for the Rhode Island Secruities Co. stocks and bonds 
surrendered exclusive of the bills payable. The vendors were 
to deposit to or for the account of the railroad company the 
sum of $10 per share for each share surrendered. 

The sale of the Rhode Island Securities Co.’s stock, bonds 
and bills payable was made as of Aug. 1, 1906, and it was agreed 
that: 
“On May 1, 1907, the railroad company will deliver to the 
depositary the sum of $574.09 in cash and the 4 per cent 50-year 
gold coupon debentures of the Providence Securities Co. dated 
May 1, 1907, guaranteed as to principal and interest by the in- 
dorsement thereon of the guaranty of the New York, New 
Haven & Hartford R. R. Co., each of the face value of $1,000 
with interest payable November 1 and May 1 of each year, in 
New Haven and New York, and principal payable in New Haven 
May 1, 1957, subject, however, to call on or after May 1, 1917, at 
105 and accrued interest.” 

The Providence Securities Co. was incorporated on March 14, 
1883, in Connecticut, as the New England Loan & Trust Com- 
pany, and name changed as at present on Jan. 11, 1907. Capital 
stock authorized was $250,000; the capital stock $50,000 at par 
value $100 per share outstanding at this time is owned by the 
New York, New Haven & Hartford R. R. Co. 

Pursuant to the terms of the agreement the New York, New 
Haven & Hartford R. R. Co. issued and delivered $19,888,700 face 
value of Providence Securities Co. debentures and $174.09 in 
cash in exchange for the following: 

| 

Rhode Island Securities Co., capital stock, 119,773 
Sr Se CR a Pe ee ccc be elead wee ne keeled $11,977,300.00 
is Te ID fo. 6 e's oes ixiics ces chaos 3,352,000.00 
ee a re ee ere ee 3,381,000.00 
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There was subsequently purchased 112 shares of the Rhode 
Island Securities Co. stock at a cost of $11,020, which was paid 
for in debentures of the Providence Securities Co, and $720 in 
cash. Through this exchange and the subsequent purchases the 
Providence Securities Co. came into possession of 119,885 shares 
of the total issue of 120,000 shares of Rhode Island Securities Co. 
stock then outstanding. The Providence Securities Co. was ap- 
parently brought into existence for the sole purpose of taking 
over the Rhode Island Securities Co. 

An attempt was made to ascertain who the stockholders of 
the Rhode Island Security Co. were at the time of and previous 
to the exchange of that company’s securities for the securities 
issued by the New Haven Co. No definite information in this 
direction could be obtained inasmuch as the:stock ledgers of the 
Rhode Island Securities Co. were either destroyed or lost, as tes- 
tified to by Cornelius S. Sweetland, president of the Providence 
es Co., the transfer agent for the Rhode Island Securities 


oO. 

A list of stockholders of the Rhode Island Securities Co. as 
they appeared at the close of Dec. 11, 1906, made from a list on 
file in the offices of the New Haven Co. at New Haven, Conn., 
and filed with I. C. C. Exhibit No. 49, shows that the ten 
shareholders who held over 75 per.cent of the stock, in blocks of 
900 or more shares, were: 


Shares. 
Se TA. PR, PG agin oa co kc ck cdievitewiwcadciz 11,902 
Se eR a ae eee ee ae 12,234 
Gharies Brayton, Providence, R. I... .. os. cscccccccccccvced 1,062 


VOCE CME, PT, Bb go kno coccccccccis peccdecsces 
Samuel P. Colt, Providence, R. I............ at 

Ernest H. Cook, New York, N. Y 
Thomas Dolan, Philadelphia, Pa 








Lewis Lillie, Philadelphia, Pa............. - 12,933 
Randall Morgan, Philadelphia, Pa. .......ccccccccccccccces 15,000 
Frank Waitz, New York, N. Y. (20 Wall St.)............. 1,800 
NN TArctaduliitea pe seed ded liad vawsededs Oedithakcs bide 90,322 
ee SN Bh ids 065 Sah n'00.h 52h ro x Rees casee van 120,000 


The balance of the stock was held in small blocks by ap- 
proximately 375 shareholders. 

A list of ‘‘Parties who deposited Rhode Island Securities Co. 
stock with J. & W. Seligman & Co. (irrespective of names in 
which the certificates stood of which we. have no record)” fur- 
nished by J. & W. Seligman & Co. and filed with I. C. C. Ex- 
hibit No. 49, contains among others the following names, and 
the number of shares deposited: 





Shares. 

MORE, Clnw SUS TORAGE CB. oo :e sein cicis s ccasascgeapenéa babies 61,200 
ee ie I OE Gin sone sin bo.0 5 0642.00 ae b AS chaReOLL 11,976 
i Cr nS oA nom 46d based b4SS Tbe brake eewaecdead 13,834 
A 6 arn whee a 5: ai mierda nso die ed maa ee Cod atee 6,450 
ial, sve bi did 'ta:ks edad dang MEST Risa alia 100 
I IO ok ad gwice- Kdbbia brawn eb baabobere Kuekiaoon 1,000 
EE. io bn ndoa tasdadade an evo wuamlicdn aoe 2,976 
SE EE. eiccindcnbe o.oo pbnecdms cans eanmneeanee anes 1,530 
ee IN WIN, 20a ona cine dice taeieh eee ake ania e Sea Raleeoa eae’ 99,066 


or slightly over 83 per cent of the total issue of 120,000 shares. 
The remaining shares were deposited by approximately 180 
shareholders, 30 of whom deposited with the Seligman Co. and 
150 with the Union Trust Co. of Providence, R. I. The majority 
of these shares was deposited with J. & W. Seligman & Co. 
during December, 1906, and January, 1907. 

Attention is directed to the fact that in many instances the 
names of “parties who deposited Rhode Island Securities Co. 
stock with J. & W. Seligman & Co.”’ do not conform to the 
names of persons, firms or companies listed as stockholders at 
Dec. 11, 1906. No opinion is here expressed as to whether any 
significance attaches to these changes, still it is to be noted that 
the former lieutenant governor of New York, William F. Shee- 
han, whose name is given as a “‘party” depositing 13,824 shares, 
is not contained in the list of Dec. 11, 1906. Whatever profit 
there was must have inured to the benefit of the owners of 
Rhode Island Securities Co. stocks and bonds surrendered for 
the debentures of the Providence Securities Co. 

Under the terms of the sale the United Gas Improvement Co. 
became entitled to $12,853,000 par value of Providence Securities 
Co. debentures for the following securities surrendered and cash 


deposited: 
Capital stock, par valtie .........c.ce-0 Madaket et talecieud atc $6,120,000 
Se ae, I Oe nin 6 vb nwo 8 ae Febon aces ee ns 3,352,000 
Series B bonds, par value............. oF Saheb idicepceuer sme 3,381,000 
12,853,000 
nd 6 as eS ect aa craeretehackaedeeessbelin 612,000 
ss os. ies sarech slgnann tea malearemaeoaitaee 13,465,000 


in par value of securities and cash surrendered for $12,853,000 
par value of Providence Securities Co. debentures. Sheet No. 1 
of I. C. C. Exhibit No. 49 shows that $10,000,000 par of Provi- 
dence Securities Co. debenture bonds are fully registered in the 
name of the United Gas Improvement Co. Some idea of the 
market value of the bonds may be gained by referring to Ex- 
hibit I. C. C. No. 42 for a list of the bid and asked prices of 
Providence Securities fours for the period Aug. 3, 1907, to April 
17, 1913. The asked price in August, 1907, was 85 and the bid 
price (no asked price was quoted) in April, 1914, was 55, with 
sales of 13 bonds during that month. 

Since the New Haven Co. had acquired the stock of the 
Rhode Island Securities Co. through the medium of the Provi- 
dence Securities Co. there no longer appeared to be any neces- 
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sity for the Rhode Island Securities Co.; hence the Rhode Island 
Securities Co. was dissolved in October, 1907. 


The Providence Securities Co. held at that date stock and 
other evidence of indebtedness of the Rhode Island Securities 
Co. with accrued interest thereon amounting to $19,899,894.09, 
which was further increased by new notes amounting to $531,- 
565, accrued interest of $295,148.32, and advances of $4,350, or in 
all $20,730,957.41 reflected by. the books as its investment in the 
Rhode Island Securities Co. 

At the time of the dissolution of the Rhode Island Securities 
Co. it was apparent that there were not sufficient assets to 
liquidate the outstanding liabilities in full. The board of direc- 
tors of that company voted to distribute the assets of the com- 
pany among the stockholders at the rate of $80 for each share 
of stock outstanding. Of this distribution the Providence Se- 
curities Co. received the following: 


Notes of the Rhode Island Co., amounting to........ $ 392,331.24 
Note of the New York, New Haven & Hartford 
a I a ve the el ce oir Se mle liad Da eon Gil eds Sa hic dl 7,500,000.00 


30,830 ‘shares of the capital stock of the Rhode 
Island Co. at an average price of $338.89 per share, 
Oe siete Gaet cct enh Ad ek ck od chee canes 


Oe G.. DGRRE DORE WOMNE Clas otnicccascrscndorcescee 18,340,274.07 


less payment by check for $6,836.66, and emerged with a loss of 
$2,397,520. The Providence Securities Co. disposed of this 
amount by charging $98,795.25 to income on securities, $338,901.38 
to profit and loss, and $1,959,823.37 to the cost of the stock of 
the Rhode Island Co. An amount of $8,712.70 representing fur- 
ther losses was also charged to the investment in the stock of 
the Rhode Island Co. 

On Oct. 31, 1907, the New York, New Haven & Hartford R. 
R. Co. transferred to the Providence Securities Co. 22,980 shares 
of Rhode Island Co. capital stock and received therefor its note 
of $7,500,000, held by the Providence Securities Company. The 
Providence Securities Co. was therefore in possession of 53,810 
shares of the Rhode Island Co. capital stock acquired at an av- 
erage cost of $370.126 per share, or a total cost of $19,916,478.90. 
The par value of this stock is $5,381,000 and represents $2,000,- 
090 in cash paid in on June 24, 1902, by the United Gas Improve- 
ment Co. and 3,381,000 in cash advanced to the Rhode Island 
Co., prior to July, 1906, by the United Gas Improvement Co. 
through the Rhode Island Securities Co. 

Under the terms of the agreement of Dec. 19, 1906, the 
Providence Securities Co. received $10 per share from each 
shareholder of the Rhode Island Securities Co. which were de- 
posited at the time of the exchange of stock for debentures of 
the Providence Securities Co. The aggregate of such deposits 
amounted to $1,198,790 and was intended to provide the Provi- 


10, 447,942.83 


dence Securities Co. with a fund out of which to meet any . 


possible deficiency in the income from operation of the Rhode 
Island Co. during the ensuing five years. This reserve fund was 
subsequently consumed (in about eighteen months) by interest 
and other charges. 

On Jan. 31, 1908, the New England Navigation Co., a New 
Haven Co. subsidiary, became the successor of the Providence 
Securities Company, buying the Providence Securities Com- 
pany’s assets and assuming all of the latter’s liabilities, 
except the capital stock. On May 18 of the same year the New 
England Navigation Co. transferred its holdings of 53,810 shares 
of the Rhode Island Co. capital stock carried at a book cost of 
$19,916,478.90, to the New York, New Haven & Hartford R. R. 
Co. and received in exchange $22,944.50 in cash and securities 
and notes with accrued interest, amounting to $19,893,534.50. 

The issue of $19,899,000 of Providence Securities Co. de- 
bentures is still a liability of the New England Navigation Co. 

During the period between January, 1908, and June 24, 1910, 
the Rhode Island Company increased its outstanding capital 
stock from $5,381,000 to $9,685,500. The increase in stock was 
issued at par from time to time to the New York, New Haven 
& Hartford R. R. Co. in payment of notes payable of, and cash 
advances to, the Rhode Island Co. 

The entire capital stock of the Rhode Island Co., par value 
$9,685,500, is owned by the New York, New Haven & Hartford 
R. R. Co. and was carried on the books of that company as of 
June 30, 1913, at $24,352,336.41 or $251.43 per share. 

n June, 1907, the Rhode Island Co. purchased from the 
New York, New Haven & Hartford R. R. Co. the Woonsocket 
Street Ry. Co., the Providence & Burrillville Street Ry. Co. and 
the Columbia Street Ry. Co. 

On June 30, 1911, the Rhode Island Co. leased the Sea View 
R. R. Co. and the Providence & Danielson Ry. Co. for a period 
of 999 years and the Narragansett Pier’ R. R. Co. for 99 years 
at the following yearly rentals: 





Sea View R. R. Co.: 
$1 per share on 7,000 shares..........:eseeeeeeeeeeeeee $ 7,000 
5 per cent on $600,000 DondS......-.-eeeeeeeeeereereres 30,000 
Providence & Danielson Ry. Co.: 
$1 per share on 10,000 shares........-.+.-eeeeeeeeeeeee 10,000 
5 per cent on $600,000 bonds.............. see eerseeecene 30,000 
Narragansett Pier R. R. Co.: 
$4 per share on 1,338 Shares..........2.seecceceescessces 5,352 
4 per cent on $70,000 bonds ............... aasacea icone wa 2,800 
GRE, kicns o8a cad seh scemraes <nswc ceweckus ee Ree eer ae see ~$85,152 


Which, together with the yearly rentals of $1,061,642, detailed 
on pages 6 and 7 of this report, make a total annual fixed charge 
of $1,146,794 for a total single-track mileage of 259.04 miles, or a 
yearly rental of $4,427 per single-track mile. 

During the New Haven’s ownership or control there has 
been paid to it the following dividends on Rhode Island Co. 
capital stock. sie 
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: Number Rate 
Year ending June 30. of shares. per share. Amount, 
DN ick beFad sc peiescaisokethaead 85,104 $5 $425,520 
RD dighiks Git cece sak atataeink ta pe 85,104 6 510,624 
RP aed eTi5.s ORME paetae oes ce 96,855 6 581,130 
chil Sea sa abled coke <400'0. 0 96,855 3 290,565 
NE Go a hieee ee BASE Gd Dike Wks b-0 90% 96,855 6 581,130 
EE 6.0) 0365 tale sierra ding ales Serene nln ~ 2,388,969 


The surplus of the Rhode Island Co. at June 30, 1913, was 
$1,129,528.42; of this amount $600,000 represents a credit created 
by capitalizing the future earnings of the Interstate Consoli- 
dated Street Ry. to an amount of $500,000 and the Attleboro 
Branch R. R. at $100,000. The earnings so capitalized were sold 
to the New England Investment and Securities Co. for $600,000 
par value of its 15-year gold notes dated April 1, 1909. Those 
two companies are now being operated by a Massachusetts com- 
pany controlled by the New England Investment and Securities 
Co. through stock ownership. 

As has been stated, the New Haven Co. is carrying the 
Rhode Island Co. capital stock on its books at $24,352,336.41, in 
part payment of which there were issued originally $19,899,000 
in par of Providence Securities Co. 4 per cent debenture bonds, 
due May 1, 1957, guaranteed as to principal and interest by the 
New York, New Haven & Hartford R. R. Co. On the books of 
the New England Navigation Co. (the company which assumed 
the said liability of $19,899,000) there was charged to income ac- 
count as interest on these Providence Securities Co.’s bonds the 
following amounts: 


hn Caer ie awd, 16 WEE Cag Ceiea SER GG S Kale tae ssvobahe eet $ 331,650 

BOE Willers SG CR vais LVRS ania be pba We aviewivala des vigod 795,960 
BD aoe hE 4 ek vida HA8 Bale BOCEG Cae ada Geh Fad eh dex 795,960 
I ee, acne bsg sora'sjsssin Wain’ Asko SED. 6 dade alana os. beliTS 795,960 
aia 10a So Re Sal Visor Sieie eqbdcnteelaees ighemeiue senna veces 795,960 
EE in, 6 .0:ian bib algrnintele atin omrinink oaibia mainte bain nade ated 795,960 
i ee 00 reHIS Kenreie’s (mshi ere spas iets graeak $4,311,450 


The New York, New Haven & Hartford R. R. Co. subse- 
quently acquired 43,045 shares of the Rhode Island Co. capital 
stock at par previous to July, 1910, and predicated on the 
theory that bonds or other evidences of indebtedness, similar in 
character to the Providence Securities Co. debentures, had been 
issued to acquire that stock, there should be added interest on 
the $4,304,500 subsequently invested at various periods in the 
Rhode Island Co. stock, which figured at the rate of 4 per cent 
per annum would amount to $770,810, making a total loss, or 
charge, to the New Haven system’s income of $5,082,260, against 
which could be credited the dividends of $2,388,969, received from 
the Rhode Island Co., the difference $2,693,291, reflecting the loss 
in income to the New Haven system during the period to June 
30, 1913, of their control of the Rhode Island trolleys. 

Inasmuch as the guaranty fund of $1,198,790 contributed by 
Rhode Island Securities Co. shareholders has been consumed in 
interest charges, that amount may be fairly considered as an 
additional loss to be added to the loss previously stated, namely, 
$2,693,291, so that the total net loss to the New Haven Co. on 
the investment in the Rhode Island Co. would amount to $3,892,- 
081, or slightly over $648,680 per annum for a period of approxi- 
mately six years. 

Having considered the approximate yearly loss to the New 
Haven on its investment in the Rhode Island Co., it will be in- 
teresting to note that the Rhode Island Co. during the year 
ending June 30, 1913, paid out in rentals for leased lines $1,138,944 
(exclusive or organization expenses of the lessor companies and 
United Traction and Electric Co.) on a capitalization of $22,602,- 
200; also a dividend of $6 per share amounting to $581,130 on 
96,855 shares of its capital stock, par value $9,685,500, or a total 
rental and dividend payment of $1,720,074, equivalent to 5.327 
per cent on capital obligations of $32,287,700, and in addition 
carried a credit balance of $88,920.71 from operations for the 
year to surplus. 

Applied to a combination of the lessor companies’ capitaliza- 
tion of $22,602,200 on which rental is paid, and the book value 
of $24,353,300 of the Rhode Island Co. capital stock to the New 
Haven Co., the rental and dividend of $1,720,074 would be equiva- 
lent to a return of 3.684 per cent. 

Assuming that the properties have been adequately main- 
tained, efficiently operated, and not overcapitalized, these figures 
indicate that the Rhode Island trolleys themselves as an inde- 
pendent system, and eliminating for the time being the loss to 
the New Haven Co., are capable of earning a moderately rea- 
sonable return on their capitalization. 

Appended hereto as a matter of information is a copy of 
that section of the report to the joint board on ‘the valuation of 
the New York, New Haven & Hartford R. R. Co., under date of 
Feb. 15, 1911, by George F. Swain. LL.D., M. Am. Soc. C. E., 
engineer in charge, relating to the Rhode Island Company. 


REPORT OF THE JOINT COMMISSION ON THE NEW YORK, 
NEW HAVEN & HARTFORD R. R. CO., 1911. 


The Rhode Island Co. (Schedule I).—This company operates, 
through ownership or under lease, Rhode Island trolley lines witha 
total length, computed as single track, of 320.58 miles. The com- 
panies owned are as follows: Woonsocket Street Ry. Co., Co- 
lumbia Street Ry. Co., Providence & Burrillville Street Ry. Co. 

The companies leased are as follows: Union R. R. Co., 
Rhode Island Suburban Ry. Co., Pawtucket Street Ry. Co. The 
term of the leases is 999 years. 

The interest and rentals on these leased properties amount 
td $1,061,642 per annum. The New Haven owns all the capital 
stock of the Rhode Island Co., and the latter has no other cap- 
ital liability: 

The outstanding stock is as follows: 


96,855 shares, par value $100............ ecccsccecessag 9,685,500.00 
96,855 shares, book value to the New Haven $250.07. 24,220,978.90 
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The gross earnings and the net income over all charges 
have been as follows for the past four years, the amount for 
1907 being taken from Poor’s Manual: 


Gross earnings. Net income. 


BOE) bs 06 ovcdiisinee sce cnn dd sseesenees uae $3,859,715.00 $98,814.00 
PEE islands csavecnsneeseVeteesvepees 4,194,503.23 178,420.89 
BD ws Tb Adc dsb en task cinepoged cedesees +4,160,785.27 469,206.85 
Pe heskind esoetidtictinedntaneteeeses 4,440,809.12 573,565.33 


The company only charged to maintenance, however, about 
13 per cent in the year ending June 30,.1910, whereas 20 per cent 
is generally considered necessary. This may have been all that 


was necessary for this year, considering the large amount re- - 


cently spent to improve the property, but if we charge an ad- 
ditional 6 per cent of the gross earnings to a maintenance fund 
the net earnings will be reduced to about $300,000. This would 
give a little over 3 per cent on the capital stock, and would 
make its value $67 per share, if capitalized at 4% per cent, which 
would make the total value of the New Haven stock $6,489,285. 

The matter may be considered from another point of view. 


The appraised value or cost of reproduction new, 

June 30, 1910, of the properties owned is........... $1,719,831.33 
The amount spent by the New Haven for better- 

ments on leased properties since the execution of 

Che Dees, FS BG, Fees Wi ince chews cine eeccs thee 7,834,574.37 


Since these betterments are recoverable in case 
of termination of lease for other cause than de- 
fault of lessee, they may practically be consid- 
ered the property of the lessee, not being 
among assets of the property leased, and the 
total physical value in the property owned by 
th New Haven may be taken to be the sum of 


NR 2a Who & wg Bae R ath 8 Ole dak eer ae ache alae 9,554,405.70 

The balance sheet shows an excess of working as- 
sets above physical property over liabilities of..... 818,328.22 
Making a total value to the New Haven of...... $10,372,733.92 


or something above the par value of the stock. 


The excess of working assets is found from the balance 
sheet, as follows: 


Securities owned: F 
10,141 shares United States Traction Co. stock 





APMED. 8 ctr cernae sack deere eae eee sores $1,014,100.00 
$106,000 Union Traction Electric Co. 5 per cent 
ee SE Eyre rrer rrr es sec eeeeseeees 110,240.00 
$3,000 Rhode Island Suburban Co. first-morgage 
4 per cent bonds, at 87......c. ccc cecccrcccccccves 2,610.00 
$1,126,950.00 
a i i ce eee Janae de ems eka ww WOE ROR 492,514.92 
Marketable securities: 
1,479 shares New York, New Haven & Hartford 
R. R. (omitted from consideration here and 
treated as New Haven treasury stock). 
130 shares Union Trust Co. voting certificates, at 
DD od caddie thie dCi eerie nekh nek eREKSs Ora Re owed 4 $ 19,500.00 


Union Trust Co. contingent certificates............ 


28,215.42 
5 shares Norton & Taunton Street Ry. Co.......... au ddi 


Vanity Fair Amusement CoO.......-.esescecerseeene Sakis aaa 
$ 47,715.42 
Miscellaneous accounts receivable...............+ee0. 82,804.00 
Balances due from agents and conductors............ 21,313.42 
Materials and supplies .......sccccccccccccccccccgcers 367,845.70 
Poetewrdd GObit WOM .o ccc ccicscccscccccvsesceccvccscce 285,743.81 
2,424,887.27 
Less: 
Working liabilities .......--..e.seeeeeees $ 465,214.88 
Meares Mawes «ic. ccccccsccccccccccsve 18,414.85 
Deferred credit iteMS ........e-eeeeeeeeee 61,784.00 
Reserve for equipment leased............ 1,061,145.32 


$1,606,559.05 


$ 818,328.22 
There is still another point of view which may be taken 
regarding this property. The leased lines were not appraised 
for this report, but taking the appraisal of Westinghouse, 
Church, Kerr & Co., as adjusted by Price, Waterhouse & Co., 
to June 30, 1908, the depreciated values were as follows: 
Making a total physical valuation, June 30, 1910, of 
Property OWNEd ...... eee eeecerecceseces $ 1,597,777.04 


DE. cake ae sua eaten ob aes 18,292,614.27 
Property leased $19,890,391.31 


To the above add the betterments from June 30, 
1908, to June 30, 1910 ........ccccccecccccccesccees 251,084.66 
hysical valuation, June 30, 1910, of 

—s . Ipod . — ma seta inate hes ald ae hb he ageaaree $20,141,475.97 
Using this value, the balance sheet would stand about as 


follows: 
ASSETS. 
Total physical property ......cccccccccsvecccyeccees $20,141,475.97 
I NN ns ik ok obstinate seed ae aba emiee 1,126,950.00 
Current liabilities paid under leases................. 979,275.22 
Working assets: 
ED Ceti etate dt inninGh bate ES a iaakiian wes de ain aesmeed 492,514.92 
Oe a a ee 47,715.42 
Miscellaneous accounts receivable .............. 82,804.00 
Balance due from agent and conductors........ 21,313.42 
ee: ON 5 6 de Kikv occ dnskceensbied 367,845.70 
EE MEN no ison} Wades wacwnsvesasadicn 285,743.81 
TOUS GENE asics aeetseads. Cirecctacencess BOGS. a6 
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Less: 
Woking Mabitition : i265 istic Wiehe te $ 465,214.88 
RDO. TARR 550. 5 n.n 0 bia Fe en's cw ewiens 18,414.85 
Deferred credit items ....... pean’ aantele 61,784.00 
Reserve for equipment leased............ 1,061,145.32 
: —————-$ 1,606,559.05 


Net value of property represented by securities .$21,939,079.41 
The securities outstanding against properties leased are the 
following :* 


90,000 shares Union Railroad Co., par $100............ $ 9,000,000 
5,000 shares Pawtucket Street Railway Co., par $100.. 500,000 
50,000 shares Rhode Island Suburban Street Railway 
ee | RR Pa ig Ea ARR nh a eee 5,000,000 
2 shares Providence Cable Tramway Co., par $100.... 200 
$4,682,000 Rhode Island Suburban fours................ 4,682,000 
247,200 Pawtuxet Valley Electric Street Railway fives. 247,200 
69,000 Cumberland Street Railway Co. sixes......... ae 69,000 
$19,498,400 


Deducting the above par value of securities from net assets 

aw a sum of $2,440,679 for the stock of the Rhode Island 
0. 
According to the general principles laid down in the in- 

troduction to this report, however, the cost of reproduction 
new should be used as a basis, and not the depreciated value. 
The cost of reproduction new will be at least 20 per cent above 
the depreciated value, so that on this basis about $3,978,000 
should be added, making the value of the stock $2,440,679 plus 
$3,978,000, or $6,418,679, or almost exactly what was obtained 
on the basis of earnings. 

It may be objected that the above securities should not be 
taken at par, but at some market values based on income. 
These values might be taken so as to leave no value for the 
stock. The answer to this is that if a value above par is toe 
be taken for the underlying securities, then the earning power 
of the property, above charges, should be taken as a measure 
of the value of the stock. The earning power, as already 
explained, gives a value of $67 per share. 

From four different points of view we thus get the value 
of Rhode Island Co. stock, as follows: 


Dy ME oon vaio os 0.0 oid. ota x Ses Sb aes RG dace dated $ 6,489,285 
From appraised value of property owned and better- 
Se GO eee ae 10,372,734 
From depreciated value of all property, less outstand- 
ee rr ee ee ee 2,440,679 
From cost of reproduction new of all property, less 
SOE SI io 556K. Se 0 KG n> 6 ow Folate outs 6,418,679 


The value of the Rhode Island Co. stock is thus seen to 
be quite uncertain. However, when it is considered that the 
lines have a mileage of 320 miles of single track, serving the 
second largest city in New England; that the earnings are 
increasing; that the property has been put in excellent con- 
dition; and that the leases are for a very long term, it seems 
probable that the ultimate value of the property will be great. 
For the purposes of this report, which is designed to be very 
conservative, however, the value of these shares is placed at 
$6,000,000, or about $62 a share; that is to say, about one- 
fourth the cost to the New Haven. 


; EXHIBIT C. 
REPORT OF EXAMINATION OF ACCOUNTS OF THE BOS- 
TON RAILROAD HOLDING CO. 


History and organization.—The Boston Railroad Holding 
Co. -was “incorporated under the provisions of chapter 519 of 
the acts and resolves of Massachusetts for the year 1909 for 
the purpose of oan and holding the whole or any part 
of the capital stock, bonds, and other evidences of indebtedness 
of the Boston & Maine Railroad Co.’”’ 

The incorporators were Walter C. Baylies, Robert M. Bur- 
nett, and Frederick C. Dumaine, who served as follows: Fred- 
erick C. Dumaine, president, June 29, 1909, to Sept. 19, 1911; 
Walter C. Baylies, vice-president, June 29, 1909, to Sept. 19, 
sa M. Burnett, treasurer, June 29, 1909, to Sept. 
9, ° 

At a directors’ meeting July 14, 1909, the Old Colony Trus: 
Co. was appointed transfer agent and registrar of transfers. At 
a meeting of the directors held April 1, 1910, the American 
Trust Co. was appointed registrar and the Old Colony Trust 
Co. was appointed transfer agent. 

‘“‘New Haven”’ officers were elected to the board of directors 
of the Boston Railroad Holding Co. in September, 1911. (For 
a complete list of officers and directors, see I. C. C. Exhibit 
No. 46, sheet 34.) 

Capital stock, common.—Capital stock to the par value of 
$100,000 was issued on June 29, 1909, for cash, but the holding 
company’s books do not show from whom the cash was re- 
ceived. The books of the New York, New Haven & Hartford 
Railroad Co. show that $100,000 par value of Boston Railroad 
Holding Co. stock was acquired on July 14, 1909. On Oct. 6, 
1909, the New York, New Haven & Hartford Railroad Co. 
received $1,649,200 par value of holding company capital stock 
in part payment for 109,948 shares of Boston & Maine Railroad 
Co. common stock. and $1,357,300 par value of common stock 
was issued April 29. 1910, on account, to the New York, New 
Haven & Hartford Railroad Co. in settlement of bills payable 
These separate issues of common stock were authorized at 
stockholders’ meetings held June 29, 1909, Oct. 12, 1909, and 
Feb. 14, 1910. respectively. 

The capital stock outstanding at June 30, 1913, was 31,065 
shares at $100 each; total par value, $3,106,500, all of which 
was owned by the New York, New Haven & Hartford Railroad 
Co. and carried on its books at par. A complete list of the 


*There are no other securities outstanding which are a 
lien on the property. There are $254,000 outstanding bonds of 
the Providence & Burrillville Street Railway, but against these 
funds of equal amount have been deposited with the Rhode 
Island Hospital Trust Co. for redemption. 
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stockholders, and. the movement of the stock certificates, are 
contained in I. C. C. Exhibit No. 47, schedule 1, sheets 1 to 
8, inclusive, which also shows that, with the’ exception of 
qualifying shares in the names of directors, the remaining 
certificates were issued in the name of the New York, New 
Heer Hartford Railroad Co. (I. C. C. Exhibit No. 46, 
sheet 5. ° 

Capital stock—Preferred (nonvoting).—The preferred capital 
stock outstanding at June 30, 1913, was 272,939 shares, par 
value $100 each; total par value, $27,293,900. The New York, 
New Haven & Hartford Railroad Co. owns 244,939 shares, which 
are carried on its books at par. The balance, 28,000 shares in 
small blocks is held by the public. (I. C. C. Exhibit No. 46.) 

Preferred stock to par value of $20,012,000 was issued on 
Jan. 10, 1911, to the New York, New Haven & Hartford Rail- 
road Co, in exchange for Boston Railroad Holding Co. bonds of 
like amount. On June 30, 1911, and Nov. 29, 1911, the New 
York, New Haven & Hartford Railroad Co. purchased for cash 
at par respectively 70,424 shares and 2,395 shares of Boston 
Railroad Holding Co. preferred stock. (I. C. C. Exhibit No. 
46, schedule 1, sheet 5.) 

The records of the New York, New Haven & Hartford 
Railroad Co. indicate that between Jan. 1, 1911, and June 6, 
1911, 28,000 shares of Boston Railroad Holding Co. preferred 
stock were sold to Lee Higginson & Co. at 94 flat, and that the 
loss, $168,000, was charged to profit and loss. 

Boston Railroad Holding Co. 50-year 4 per cent debenture 
bonds, due Nov. 1, 1959.—At a stockholders’ meeting held 
Aug.. 31, 1909, bonds to the par value of $13,743,000 were au- 
thorized in part payment for 109,948 shares of Boston & Maine 
Railroad Co. common stock. The Holding Co’s books indi- 
cate that these bonds were issued to the New England Nagi- 
gation Co. on Oct. 1, 1909, whereas the records of the New 
iIngland Navigation. Co. show the acquisition of these bonds 
under date of Oct. 23, 1909. These bonds were transferred 
at par on May 19, 1910, to the New York, New Haven & 
Hartford Railroad Co., $8,436,767.25 was applied on account of 
principal and interest of New England Navigation Co. note 
dated Oct. 27, 1909, held by the New Haven Co., and $5,333,- 
718.75 was applied on account of subscription to the New York 
New Haven & Hartford Railroad Co. capital stock. 

Bonds to the par value of $2,697,000 and $3,572,000 authorized 
at stockholders’ meetings held on Oct. 12, 1909, and Feb. 14, 
1910, respectively, were issued on April 29, 1910, to the New 
York, New Haven & Hartford Railroad Co. in part settlement 
of Boston Railroad Holding Co.’s notes. < 

The total amount of bonds outstanding at April 29, 1910, 
was $20,012,000, all of which was owned and guaranteed as to 
principal and interest by the New York, New Haven & Hartford 
Railroad Co. ‘ : 

Under the caption ‘‘Capital stock preferred’ it is stated 
that these bonds were retired by an issue of preferred stock. 
Exhibit I. C. C. No. 46, sheet 6, contains a copy of the cer- 
tificate of cremation relative to the $20,012,000 of 50-year 4 per 
cent debenture bonds of the Boston Railroad Holding Co. 

Boston & Maine .Railroad Co. common stock.—During the 
period between Oct. 1, 1909, and July 21, 1911, the Boston 
Railroad Holding Co. acquired 219,189 shares of Boston & Maine 
Railroad Co. common stock. Sheet 11 of Exhibit I. C. C. No. 
{6 shows how the stock was acquired and that there was issued 
by the Bosten Railroad Holding Co. common stuck to the par 
value of $1,649,200 in the name of the New York, New Haven 
& Hartford Railroad Co.; Boston Railroad Holding Co. 4 per 
cent bonds, ‘par value $13,743,000, to the New England Naviga- 
tion Co.; bills payable, $6,566,863.90 (detailed on sheets 25 and 
26 of I. C. CG. Exhibit No. 46); and cash, $7,283,521.78. These 
219,189 shares of Boston & Maine Railroad Co. common stock 
are represented by the following certificates: 


Shares. 
oe: ee ee ee errr er ee 199,948 
C 6466, Jan. 5, 1910......-cecccvccccccccccrccccvecccccccces 16.955 
C 6470, Jan. 11, 1910........... OS Pe eres ee 11,283 
C 6548, Feb. 4, 1910......ccccccccccccccccccccccccccccscecs 5,699 
C 6592, Feb. 15, 1910. ....... cece reece cere re ccceerecececees 9,686 
C 111138, June 30, 1911... .. ccc cece ccc e rece ccenccceccccs os 


C GE IE ES beds va igen eeceensngnerrhnigaes yes 





ene 219,189 


These were carried as of July 1, 1913, at a book value of 
$29,242,585.68, or at an average price per share of $133.41. 
The book value of the 219,189 shares was reduced by @ 


Total 


eee ec erereeeereeeseesesesesessereesersreree 


rofit and loss,on Dec. 31, 1913, repre- 
6 per share, pursuant to a vote of the 
board of directors at a meeting held on Feb. 25, 1914. The 
ledger value of these 219,189 shares on Feb. 25. 1914, was 
$27,927,451.68, or an average price of $127.50 per share. 

Boston & Maine Railroad Co. preferred stock.—During the 
period Oct. 1, 1909, to Feb. 16, 1910, the Boston Railroad Hold- 
ing Co. acquired 6,543 shares of Boston & Maine preferred 
stock, which are carried at a ledger value of $1,060,145, or_an 
average price of $162.03 per share. Sheet 12 of I. Cc. Cc. Ex- 
hibit No. 46 shows that this Boston & Maine preferred stock 
with certain shares of common stock was paid for with notes 
of the Boston Railroad Holding Co. Five thousand eight 
hundred and twenty-six shares represented by Boston & Maine 
certificate B 404, dated Jan. 5, 1910, and 717 shares by certificate 
B 419, dated Feb. 16, 1910. 

Each certificate of both common and preferred stock bears 
a rubber stamp impression reading as follows: . 

The stock represented by this certificate has been acquired 
by the Boston Railroad Holding Co. under the terms of chapter 
519 of the act of Massachusetts for the year 1909, and can not 
be sold by the Holding Co. without the express authority of 
the Legislature of the Commonwealth of Massachusetts. 

The Boston & Maine Railroad Co. certificates are deposited 
in a vault in the Old Colony Trust Co.’s bank in Boston, 


Mass, . 
Bostoh & Maine Railroad Co. 4 per cent bond of 1926.— 


charge of $1,315,134 to 
senting a shrinkage of 


On March 27, 1913, the Boston Railroad Holding Co. purchased 
vne Boston & Maine Railroad Co, 20-year 4-per cent bond 
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No. 5002, from Blake Brothers & Co., for $922.50, giving therefor 
their check No. 17, drawn on the First National Bank of Boston 
in favor of Blake Brothers & Co. for $925.50, $3 of which repre- 
sented accrued interest from March 1, 1913. Through error 
or otherwise this bond has been included at a value of $925.50 
in a report to the Commonwealth of Massachusetts under 
date of Sept. 29, 1913. 

Cash.—Sheets 14 to 23, inclusive, of I. C. C. Exhibit No. 46, 
contain a detailed analysis of cash receipts and disbursements 
for the period June 29, 1909, to April 13, 1914. 

The cash on hand as of April 13, 1914, $3,341.18, was verified 
by comparison with the following bank books, viz.: 


First National Bank, Boston, M@ss.............s.seee0. $ 810.22 
Old Colony Trust Co., Boston, Mass.............ceeeeee- 862.13 
New England Trust Co., Boston, Mass..................- 856.96 
National Shawmut Bank, Boston, Mass................. 811.87 

Total - 65 ibeuken agit peekwacaiae ste eels nhs eA eid ave ae w gad $3,341.18 


The first item of cash is that of $100,000 received as a 
subscription to capital stock and deposited in the National 
Shawmut Bank July 15, 1909. The cash book entry, however, 
shows the receipt as of June 29, 1909, but it does not indicate 
from whom the amount was received. 

Bills payable.—Sheets 25 and 26 of Exhibit I. C. C. No. 
46 show that the Boston Railroad Holding Co. issued its de- 
mand notes during the period Oct. 1, 1909, to July 21, 1911, to 
the amount of $13,166,900.78. These notes were made payable 
to the order of the New York, New Haven & Hartford ilroad 
Co., the Boston & Maine Railroad Co., and Lee Higginson & 
Co. None of them were made in favor of John L. Billard, 
J. L. Billard, or the Billard Co. 

Notes aggregating $7,627,008.90 were liquidated on April 
29, 1910, by the Old Colony Trust Co. of Boston, Mass., de- 
livering to Mr. A. S. May, treasurer of the New York, New 
Haven & Hartford Railroad Co., 13,573 shares of the common 
stock of the Boston Railroad Holding Co., having a par value 
of $1,357,300, and $6,269,000 par value 50-year 4 per cent 
debentures of the Boston Railroad Holding Co., and check 
for $708.90. 

Notes of January 10 and April 1, 1911, aggregating $5,300,- 
374.50 were canceled by a cash payment on June 30, 1911, from 
the proceeds of sale of 70,724 shares of. Boston Railroad Holding 
Co. preferred stock at par to the New York, New Haven & 
Hartford Railroad Co. The note dated July 21, 1911, for 
$239,517.38, was paid in cash from the proceeds of 2,395 shares 
of preferred stock issued Jan. 16, 1912, and sold at par as of 
Nov. 29, 1911, to the New York, New Haven & Hartford Rail- 
— Co. There are no notes payable outstanding at the present 
ime. 

Profit and loss account.—The Holding Co.’s income is de- 
rived from its holdings in Boston & Maine securities, in the 
shape of dividends on stocks owned, interest on one bond 
owned, and small amounts of interest on bank balances. Its 
expenditures consist of payments of bond interest, interest on 
notes, dividends on capital stock, and miscellaneous items of 
general expense. 

At the end of the fiscal year June 30, 1910, there remained 
a surplus of $192,055.29. The surplus for the following fiscal 
year amounted to $193,328.61, which, added to surplus of June 
30, 1910, gave a credit balance of $385,383.90 at June 30, 1911. 

The profit and loss account for the year ended June 30, 
1912, shows: 

Dividends on Boston & Maine Railroad Co. common 


WEE --on-ddicas -00:sae tisaaee areas andes Aes el Mun ite a $ 876,756.00 
Dividends on Boston & Maine Railroad Co. preferred 
QOUEEE cis ccasun cscs Salta Tie a6 -od Ra aire padi eiceuaie 6 epee 39,258.00 
TOUR CPORUE occc scence bi decweaos sat Kav ebewd $ 916,014.00 
Less: 
SE I G5 oo 0 3 6 ak odade sadicsnar sasoane ee $ 56,869.75 
Seiterest: CRINGE) | 6665506 Fob Fis siete me eiheacecs ries 1,288.09 
Dividends on Boston Railroad Holding Co. preferred 
RE WON: Sos ccincdueccsa céaconde pibeowenumeba 941,328.00 
Dividends on Boston Railroad Holding Co. preferred 
stock accrued, due July 10, 1912...... chive etenis 545,878.00 





WOO (ss. ccincecosnideae pela ona ici Soule ta tas oa $1,545,303.84 
Resulting in a deficit for the year $629,289.84, from which 
deduct the surplus at June 30, 1911, amounting to $385,383.90, 
leaving a deficit of $243,905.94 at June 30, 1912, with which to 
begin the next fiscal year. ’ 
For the year -ended June 30, 1913, the profit and loss ac- 
count shows: 








Dividend on Boston & Maine R. R. Co. common 
C. Sdechans atec dla wa ahamiecbe nine # kee en end kirpebcag cle Tee 
Dividend on Boston & Maine R. R. Co. preferred 
OOM Kia cecin ad tecscde sos eka ones suka ee ib diay ace 39,258.00 
Interest on bank balances, etc.........cceseeceeee pes 2,096.28 
co re re rk $25 Gos gen) 005.0 Ge 
Less: 
Se ore ee eee eae $ 1,036.76 
sh acenas we Pia akih onda a soccccccsccccce . ESOL TE 
Dividend On preverred StOOK 2... cscs eves cccceccce 1,091,756.00 
Sy IN gah docs cw ab seek nines alan deenuigans tomlin $1,198,736.90 
Resulting in a deficit for the year............. $ 499,815.62 


which added to deficit ($243,905.94) carried from previous year 
makes the total profit and loss deficit $743,721.56, at June 30, 
1913, to which there was charged $1,315,134, in order-to adjust 
a shrinkage of $6 per share on 219,189 of Boston & Maine 
Railroad Co. common stock, pursuant to a vote of the board 
of directors at a meeting held on February 25, 1914. 

The income of the Boston Railroad Holding Co. through 
dividends on its holdings of Boston & Maine stock ceased with 
the dividend payment on March 1, 1913, of $3 per share on 
6,543 shares of the preferred stock, amounting to $19,629, and 
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the payment on April 1, 1913, of $219,189, representing $1 per 
share on 219,189 shares common stock. The Boston & Maine 
has not paid any dividends subsequent to the above dates 

As previously stated, the Holding Co.’s income is de- 
rived solely from dividends on Boston & Maine Railroad Co. 
stocks owned, and interest on one bond owned and bank 
balances. As a consequence of the failure of the Boston & 
Maine Railroad Co. to pay dividends on its capital stock the 
Holding Co. is in turn without income from which to declare 
or pay dividends on its preferred stock. (Dividends are guar- 
anteed by the New York, New Haven & Hartford Railroad 
Co.) The Holding Co. must of necessity borrow funds in 
sufficient amount to enable it to pay dividends, taxes, and 
administration expenses. 

During the period, Dec. 28, 1911, to Jan. 10, 1914, the New 
York, New Haven & Hartford Railroad Co. advanced to the 
Boston Railroad Holding Co. on open account and unsecured, 
$1,224,887.97, of which amount $112,000 was paid as dividends on 
28,000 shares held by the public in small blocks, and $979,756 
was paid as dividends on 244,939 shares owned by the New York, 
New Haven & Hartford Railroad Co. The result of these trans- 
actions has been to place on the books of the New York, New 
Haven & Hartford Railroad Co. a doubtful asset of $1,224,887.97, 
under items recollectible, the major portion of which advances 
was repaid as dividends to the New York, New Haven & Hart- 
ford Railroad Co., and by it credited to income. 

To state the matter in another way: The New Haven Co. 
advanced to the Boston Railroad Holding Co. $1,224,887.97, in 
order that. the Holding Co. could return the major portion of 
it as dividends to the New Haven Co. Or to state it in still 
another way: Assume for the moment that no holding com- 
pany existed and that the New Haven Co. was in direct 
possession of the Boston & Maine Railroad Co. stock, what 
justification would there be for the New Haven Co. to debit 
a fictitious asset account on the one hand, and credit income 
account with dividends not earned on the other. No amount 
of bookkeeping can create an income where none exists. In 
form, the dividends have been paid, even though not earned, 
but in substance no dividend has been paid or earned by the 
New Haven Co. on the Boston Railroad Holding Co. stock 
held by it. Under the circumstances a clearer accounting 
of the facts would have been accomplished if the resultant 
loss occasioned by the New Haven’s guaranty of dividends on 
that portion of the Boston Railroad Holding Co. preferred 
stock in the hands of the public had been charged as a 
deduction from income. 

As a further loss sustained by the New Haven, considera- 
tion should also be given to the shrinkage in value of Boston 
& Maine Railroad Co. stock, now a nondividend stock, and also 
to the uncertain outcome of the dissolution proceedings under 
way by the Department of Justice. 

Until such time as the Boston & Maine Railroad Co. is 
able to resume dividend payments it will cost the New York, 
New Haven & Hartford Railroad Co. $112,000 annually in the 
shape of dividend payments on 28,000 shares of Boston Railroad 
Holding Co. preferred stock held by the public, and to which 
sum it would appear proper to add the loss of interest on the 
investment in Boston Railroad Holding Co. stock. 

The condition of the Boston Railroad Holding Co. at April 
13, 1914, against which the New York, New Haven & Hartford 
Railroad Co. is carrying a recollectible item of $1,224,887.97, as 
shown by its books, was: 


BALANCE SHEET. 
DEBIT ITEMS. 
Boston & Maine R. R. Co. common stock, 219,189 


NN SEE I nda sd aelhened ee beW anew aewaat $27,927,451.68 
Boston & Maine R. R. Co. preferred stock, 6,543 

oc bg eli oa eo ee ai chaia aad eevnic 1,060,145.00 
Boston & Maine R. R. Co. 4 per cent bond of 1926, 

NU oi api crhKia ws Sclkts ch giace hme Ww Ecia-acw die, 6 x oleusetoraraoath 922.50 
RE ee a ae i 3,341.18 
DE GN TU GONE conc cece cesecccsecnencnesions 2,633,427.61 

SD acek.c:'s.0-A/aih ate oe Wings eel ates aie enc & dice ler bree $31,625, 287.97 
CREDIT ITEMS. 
Capital stock: 

I bt ELE na ong htidiy Wa wie hel aa wh arena te alee $ 3,106,500.00 

I, gt Snes cdtwaahiecsdtesases ees 27,293,900.00 
Advances on dividends accrued, etc., New York, 

New Haven & Hartford R. R. Co............... 1,224,887.97 

I oe caret ein Gite te ETE aie ele oa heated $31,625,287.97 


An analysis of the profit and loss account for the period 
June 29, 1909, to April 13, 1914, shows: 
RECEIPTS. 
Dividends received on Boston & Maine R. R. Co. 
I a nh ta nls Gide wink wale maine kab $ 3,125,048.50 
Dividends received on Boston & Maine R. R. Co. 


Me ci ncgh sch ana W sd Aieinbbekeses ekasee 137,403.00 
Interest received on Boston & Maine R. R. Co. bond 117.00 
Interest received on bank balances ................. 11,762.90 

Total cash receipts .............scc-ecceeeees $ 3,274,331.40 
DISBURSEMENTS. 
Dividends on preferred stock .............ccccsccecs $ 3,124,840.00 
Dividends on common stock ..............ceeeeceee 124,260.00 
pmuterept -on debenture BOnds ..........0ccccsecscess 953,985.33 
SeeUrGne. Oh WOURN. MOPRING 00. oo. cc ccc ccincczecs 145,742.79 
rn SNE nn eee Pe eeek. eres 243,796.89 
Tot) cash Gigburpetients ........0.0ssscecccs $ 4,592,625.01 
Excess of disbursements over receipts ............. $ 1,318,293.61 
Plus shrinkage of $6 per share on 219,189 shares 
Boston & Maine ‘common atock...............-.- 1,315,134:00 


Profit and loss (deficit) Apri] 13,-1914,........ t 2;633,427.61 
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The cash account for the period June 29, 1909, to April 
13, 1914, was analyzed, and shows: 


RECEIPTS. - 

Proceeds from sale of capital stock................ $ 7,381,900.00 

Proceeds fr0ma MOLES PAFADIC «oo 6. ccccccccsacvcgeces 5,539,891.88 
Advances by New York, New Haven & Hartford 

i RS ion 006d ik aiid eee sine ocean cet 1,224,887.97 

NE sree vs 0 a nwh hs Mehe b ke haks ea we hahaa ace $14,146,679.85 

DISBURSEMENTS. 

Acquisition of Boston & Maine R. R. Co. securities.$ 7,284,444.28 

PRUE WED ov sk ccc acvecibetictcsusebstvevevinvets 5,540,600.78 

A eee oer gubiiscas ceeeets 1,318,293.61 

: il estates 

ROD esos cect hades neodetad ean eneee terete: $14,143,338.67 

Cash balance on hand, April 13, 1914.......... $ 3,341.18 


General.—The first meetings of the stockholders and di- 
rectors of the Boston Railroad Holding Co. were held on 
June 29, 1909, room 64, Ames Building, Boston, Mass. No 
books of account, as such, were kept during the period be- 
tween the date of organization, June 29, 1909, and Oct. 18 
1909, the day on which three account books were purchased 
and received from Hooper Lewis Co. These books were paid 
for on Jan. 6, 1910. It is therefore not unreasonable to as- 
sume that the books of accounts were started sometime after 
their receipt, notwithstanding that transactions bearing dates 
previous to Oct. 18, 1909, had been entered. Frederick C. 
Dumaine, the former president of the Holding Co., informed 
the examiner that to the best of his recollection no books 
were kept for the Holding Co. until late in the Fall of 1909; 
that whatever transactions there were were kept on memo- 
randa and that when the books were purchased entries were 
later transferred to the books from these memoranda. The 
absence of account books, and the recording of transactions on 
memoranda are probably responsible, either inadvertently or 
designedly, for the dates and incompleteness of certain trans- 
actions shown on the Holding Co.’s books, being at variance 
with entries on the books of the New England Navigation Co., 
or the New York, New Haven & Hartford Railroad Co. or 
associated companies. 

Acquisition of Boston & Maine Railroad Co. common stock. 
—Attention is directed to the following excerpts from copies 
of correspondence and schedules filed in dockets 4845 and 6569, 
which relate to the acquisition of 109,948 shares of Boston 
& Maine Railroad Co. stock: 

At a special meeting of the board of directors of the New 
England Navigation Co. held at Grand Central Station, New 
York City, Saturday, April 6, 1907, it was: 

Voted that the president is hereby authorized to offer on be- 
half of this company to purchase, and from time to time pur- 
chase any or all of the stock of the Boston & Maine Railroad 
Co., and to pay for such stock by transferring and delivering 
for each share of such stock so purchased one share of the 
capital stock of the New York, New Haven & Hartford Rail- 
road Co., and to pay Lee Higginson Co. a commission of 75 
cents per share on each share of Boston & Maine stock so 
purchased. 

On April 29, 1907, an agreement was entered into by the 
New England Navigation Co. and the American Express Co. 
by which— 

The express company for itself and associates agrees to sell 
to the New England Navigation Co. not less than 55,000 shares 
of the common stock of the Boston & Maine R. R. Co. for an 
equal number of shares of the New York, New Haven & Hart- 
ford R. R. Co., to be delivered on or before June 15, 1907, 
through Lee Higginson & Co., Lee Higginson & Co. to receive 
a brokerage fee of $1.50 per share, 75 cents per share to be 


paid by each party. 
J. C. Fargo. 


C. S. Mellen. 

It appears from correspondence in the record that certain 
members of the board of directors were opposed to the New 
Haven’s acquiring the Boston & Maine stock. For instance, 
on May 8, 1907, Charles F. Choate, Sr. (deceased), then a di- 
rector on the New Haven board, wrote in part to President 
Mellen as follows: 

I have been greatly troubled by the rumors of your deal- 
ings with Boston & Maine Railroad Co. I have little faith in 
that company and cannot think it is fairly earning a 7 per 
cent dividend. I don’t wonder the parties owning large blocks 
want to sell, but I think it is a great mistake for the New 
Haven to buy it at any price. 

The current rumor that you have bought has hurt you 
and the company very much indeed. 

A letter under date of May 9, 1907, written by John C. 
Cobb to C. S. Mellen contains the following: 

It is, however, pretty generally accepted that the New 
Haven is contemplating acquiring certain large blocks of Boston 
& Maine stock, and in addition, making exchanges of New 
Haven shares for additional amounts, and the proposition 
seems to strike many shareholders. and State Street gen- 
erally adversely, and as being better for Boston & Maine 
stockholders than for New Haven, which opinion is undoubt- 
edly apparent to you in the action of the two svrocks. 

On May 22, 1907, Mr. Mellen in a confidential letter to H. 
M. Whitney, of 45 Milk Street, states that it— 

Had been agreed by Mr. Ledyard, Mr. Tuttle, and himself, 
that just as little official information should get into the news- 
papers regarding the Boston & Maine as was absolutely neces- 
sary, and further that the Washington situation he thought 
was completely cared for. 

On May 21, 1907, Mr. H. M. Whitney wrote to C. S. Mellen, 
and stated that he hoped Mr. Mellen would think it consistent 
to say something at an early day touching the Boston & 
Maine matter, and— 

TI have also thought it possible that the Little Father in 
Washington might like to get his finger into the pie, in which 
case, if it happened before the public. had become reconciled 
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to the change, it might result in infinite harm to all your 
interests. 

Another letter by Charles F. Choate, Sr. 
written on May 30, 1907, to C. S. 
following: 


I see great trouble ahead for the company and for you 
personally from the state action. 

The stockholders here seem almost in dismay at the pres- 
ent conditions. So far as I have seen them they are not willing 
to give their proxies for the meeting on May 31, seeming to 
think that this is in some way connected with the Boston 
& Maine merger. 


In the light of recent events, and the present financial con- 
dition of the Boston Railroad Holding Co., it would seem that 
the ‘“‘trouble’’ predicted by Mr. Choate had materialized. 


On June 4, 1907, C. S. Mellen wrote to his excellency, Curtis 
Guild, Jr., the Statehouse, Boston, Mass., regarding the Boston 
& Maine matter, and stated that: 


Interests identified with my company have acquired a large 
stock interest in the Boston & Maine Railroad and have entered 
into agreement to acquire such additional stock as may desire 
to avail of the terms within a reasonable time in the future. 


According to the schedule prepared from the books of the 
New England Navigation Co. (the medium through which 
this stock was acquired and held by the New Haven until it 
was turned over to John L. Billard), the interests were ap- 
parently Lee Higginson & Co., L. C. Ledyard, C. M. Pratt Co., 
Cc. M. Pratt, American Express Co., H. M. Whitney, New York 
Central & Hudson River Railroad Co., etc. The New England 
Navigation Co.’s books show that in. all 120,872 shares’ of 
Boston & Maine Railroad Co. common stock were acquired 
between June 12, 1907, and June 27, 1907, and that 10,924 shares 
were disposed of on June 30, 1907, leaving 109,948 shares on 
hand, acquired at a cost of $12,858,177.10, or $116.15 per share, 
plus certain commissions. The book cost of this stock was 
written up to $125 per share on Nov. 30, 1907, and the dif- 
ference, $885,322.90, was credited to an account entitled ‘‘Au- 
ditor’s suspense,’”’ and later on transferred to an account called 
— reserve, from which latter account credits pass to profit 
and loss. 


The foregoing extracts from letters and the reference to 
the New England Navigation Co.’s record of this stock are 
stated for the purpose of showing that despite opposition on 
the part of directors, stockholders and others, deals were 
consummated whereby the New York, New Haven & Hartford 
Railroad Co. eventually came into control of the Boston & 
Maine Railroad Co. The transactions subsequent to June 30, 
1907, between the New Haven and its related companies will not 
be touched upon here, inasmuch as it is understood that full 
explanation thereof will be made in that section of the final 
report treating of the Billard Co., or John L. Billard’s relations 
in the Boston & Maine stock matter. 


A letter under date of July 18, 1907, written by T. E. Byrnes, 
vice-president, to C. S. Mellen, president, refers to a conversa- 
tion with Mr. Dumaine, who took lunch with Postmaster Gen- 
eral George V. L. Meyer, and discussed with him quite fully 
the New Haven situation in Massachusetts. Mention is made 
of a luncheon to which there would be invited Senator Lodge. 
the governor, and such others as it was thought advisable to 
meet President Mellen in order that they might have a better 
understanding of his (Mellen’s) purpose. He (Dumaine) had 
no doubt that the Republican organization of the state of 
Massachusetts could be led to give support to Mellen’s plans. 


On Oct. 2, 1907, President Mellen in a letter to O. P. Walker, 
of Marlboro, Mass., writes in part: 


The position we are now in secures us from the danger 
of the Boston & Maine passing to interests inimical to those 
of our company. 


The position referred to evidently is that of the New Eng- 
land Navigation Co., the subsidiary which held the Boston & 
Maine stock. 


On Dec. 16, 1907, President Mellen in a confidential letter 
to Lawrence Minot, of Boston, Mass., concludes his letter with: 


If I am to be rejected in my plans for the improvement of 
the business of the city of Boston particularly and the com- 
monwealth generally, would it not seem funny that Mr. Harri- 
man should be the Moses to lead the disaffected element out 
of all the troubles they anticipate from a control by the in- 
terests I am representing? 


On May 13, 1908, a telegram reading as follows was sent 
to T. E. Byrnes, vice-president of the New Haven: 


Have had talk with Mr. Harriman to-day. Want you to 
see Warren, Choate, and Benton and advise me if best pessible 
way out of difficulty is not sale. It is useless to contend if we 
are to have public sentiment against us. Why is it not better 
to let Harriman have the fight on his hands and we retire with 
profit? It seems to me it administers poetic justice in addition 
to letting us out. Have another appointment with him to- 
morrow. 


The New Haven’s control of the Boston & Maine stock did 
not pass to E. H. Harriman. One hundred and nine thousand 
nine hundred and forty-eight shares were carried in the accounts 
of the New England Navigation Co. until sold at $125 per share 
to John L. Billard. Billard held the stock until October, 1909, 
when arrangements were made to turn it over to the Boston 
Railroad Holding Co. at a price of $140 per share. In the 
acquisition of this stock the Boston Railroad Holding Co. 
issued common stock to the par value of $1,649,200, bonds to 
the par value of $13,743,000, and paid in cash a balance of $520. 


On June 18, 1909, an act of the General Court of the Com- 
monwealth of Massachusetts was approved, authorizing the in- 
corporation of the Boston Railroad Holding -Co. for the sole 
purpose of acquiring the whole or any part of the capital stock, 
bonds, and other evidences of indebtedness of the Boston & 
Maine Railroad Co. 


(deceased), was 
Mellen, and contains the 
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EXHIBIT D. 


INVESTIGATION OF THE ACCOUNTS OF THE NEW ENG- 
LAND INVESTMENT & SECURITY CO. 
SUMMARY. 


The New England Investment & Security Co. is a holding 
company for street railway properties. In the acquisition of 
the securities of these properties very high prices were some- 
times paid, attention being directed to the following: 

Berkshire Street Railway Co. stock: Some shares bought 
at $100, others as high as $300. Hartford & Worcester Street 
Railway Co. stock: ‘This was bought at a cost of $134,980 and 
sold to another subsidiary at $61,585.73. The Railroad Com- 
mission of Massachusetts fixed the sale price and it would 
therefore appear that the New England Investment & Se- 
curity Co. paid $73,394.27 too much for this property. Spring- 
field Railway companies’ preferred stock: Bought for $746,929.15 
and sold for $543,708, a loss of $203,221.15. Springfield Railway 
companies’ common stock: While some was secured at $38.67, 
other stock cost $87.50. Springfield Street Railway Co. stock: 
Prices paid ranged from $170 to $330. Worcester Railways & 
Investment Co. stock: Prices paid ranged from $82 to $106.74. 
Woronoco Street Railway Co. stock: This lot was bought for 
$2,000 and closed out at $1,200. 

Some of the bond transactions were: 
Railway Co. first mortgage bonds: Bought for $195,000 and sold 
for $186,660, a loss of $8,340. Webster & Dudley Street Rail- 
way Co. first mortgage bonds: Bought at a premium of 
$3,837.71, from the New York, New Haven & Hartford Rail- 
road Co., and still retained. Worcester Consolidated Street 
Railway Co. 5 per cent debentures of 1927: Bought from the 
New England Navigation Co. at par and sold at 99, a loss of 
$10,500. Worcester & Southbridge Street Railway Co. first 
mortgage 4% per cent bonds: Bought from the New England 
Navigation Co. at a premmium of $640 and sold at $93.33, a loss 
of $15,580. Worcester & Webster Street Railway Co. first mort- 
gage bonds: Bought from the New York, New Haven & Hart- 
ford Railroad Co., at a premium of $11,922.22 and still retained. 

It was first the intention to inject water into the capi- 
italization to the extent of $10,000,000 by giving the Consoli- 
dated Railway Co. 100,000 shares of the common stock of the 
New England Investment & Security Co., but this plan was not 
carried into effect. 

Among the items included in the book value of securities 
owned which might be considered as inflations are the following: 
Deficiency in the book value of the securities received 

from the Consolidated Ry. Co. on June 25, 1906, in 

exchange for the $10,000,000 note. This deficiency 

is now being carried in the book value of Spring- 

field Ry. Co.’s common stock $ 81,854.35 
Cash bonus paid to the holders of stock of the Wo- 

ronoco Street Ry. Co. when they exchanged their 

holdings for stock of the Springfield Ry. Co.’s 

This bonus has been included and is being car- 

ried in the book value of Springfield Ry. Co.’s 

common stock 
Amount of two notes of the Worcester & Southbridge 

Street Ry. Co., canceled and added to the book 

value Worcester Railways & Investment Co. stock, 

account consolidation of the two companies 
Loss on account of sale of Hartford & Worcester 

Street Ry. Co.’s stock, added to book value of 

Worcester Railways & Investment Co. stock 
Loss on account of sale of Woronoco Street Ry. Co. 

stock, added to the book value of the Springfield 

Ry. Co.’s common stock 


Springfield Street 


149,400.00 


102,670.45 
73,394.27 


800.00 


$408,119.07 

During the years 1907 and 1908 the New York, New Haven 
& Hartford Railroad Co. advanced, for the payment of the 
guaranteed dividend on preferred stock, the sum of $277,968, 
which, together with interest thereon amounting to $24,097.03, 
a total of $302,065.03, was repaid t6 the New York, New Haven 
& Hartford Railroad Co. in 15-year funding gold notes at par 
for $302,000 and $65.03 in cash. Fifteen-year funding gold 
notes to the extent of $391,846.67 were issued as of April 1, 
1909, for accrued interest on all notes payable outstanding as 
of that date. 

This makes a total of $893,846.67 of 15-year funding gold 
notes issued to liquidate advances for dividends and interest. 

On Dec. 24, 1906, a note for $200,000 was made in favor of 
the Consolidated Railway Co. for payment of the semiannual 
interest on the note of June 25, 1906, for $10,000,000. This 
note was liquidated by the issue of fifteen-year funding gold 
noes to the New England Navigation Co., who then held the 
note. 

Payments for legal services and brokerage.—The New Eng- 
land Investment & Security Co. vouchered for itself and sub- 
sidiary companies, ‘‘Legal expenses’ to the amount of $167,- 
114.39, of which $165,408.49 was. paid to the firm of Warren, 
Garfield, Whiteside & Lamson, of Boston, Mass. Mr. Bentley 
W. Warren, the senior member of this firm was a trustee of 
the New England Investment & Security Co. in 1909. 

Mackay & Co., bankers, of Boston, Mass., and New York, 
N. Y., received a commission of $1 per share upon certificates 
of preferred stock issued, whether sold by them or by others. 
This commission was paid in preferred shares and amounted 
to 537 shares, par value $53,700. Frederick W. Kendrick of 
Cambridge, Mass., who is named as a “subscriber’’ in the 
agreement and declaration of trust, and who was a trustee 
of the New England Investment & Security Co. during the fiscal 
years 1907, 1908 and 1909, is referred to in Senate Document 
No. 316, of the Commonwealth of Massachusetts as .a “‘mem- 
ber of the firm of Mackay & Co.” , 

The present outstanding obligations of the New England 
are as follows: 
Capital stock, preferred 
Capital stock, common 
15-year funding gold notes 


$ 4,000,000 
100,000 
13,709,000 


$17,809,000 
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The preferred stock is in the hands of the public, while 
the common stock is held in the names of Messrs. Edwin N. 
Sanderson, and H. Hobart Porter. The latter are entitled to 
name four of the seven managing trustees, who have. the power 
to call the preferred stock as an entirety at 105, and accrued 
interest. The New York, New Haven & Hartford Railroad Co. 
has, indirectly, guaranteed the interest on the preferred stock, 
and the amount to be paid thereon when called, or upon liqui- 
dation. It would therefore appear that Messrs. Sanderson and 
Porter are the potential owners of the New England Investment 
& Security Co. . ; ; 

On the other hand, the New England Navigation Co., a 
creature of the New York, New Haven & Hartford Railroad Co., 
now holds all the outstanding notes of the New England In- 
vestment & Security Co., amounting to $13,709,000, or the great 
majority of the obligations of this company. 

The relations between Messrs. Sanderson and Porter on 
the one hand, and the New York, New Haven & Hartford 
Railroad Co. on the other, were not developed at Springfield, 
Mass. 

Beginning with the fiscal F te 1910, dividends on the com- 
mon stock have been declared, at the rate of 10 per cent per 
annum, though the profit and loss account.has continuously 
shown a deficit, which as of March 31, 1914, amounted to 
$470,795.17. These dividends were declared by the managing 
trustees, seven in number, four of whom are named by the 
holders of the common stock. 


REPORT OF THE INVESTIGATION OF ACCOUNTS OF THE 
ENGLAND INVESTMENT & SECURITY CO. 


(March 31, 1914, to April 25, 1914.] 


The New England Investment & Security Co. began opera- 
tions on June 25, 1906, as per printed copy of the agreement 
and declaration of trust, Exhibit A, and tri-party agreement 
of same date, with the Consolidated Railway Co. and the New 
York, New Haven & Hartford Railroad Co., Exhibit B, of the 
working papers. 3 

Agreement and declaration of trust.—The agreement and 
declaration of trust provided for: 

Seven trustees, in whom was lodged the management of 
the company, four to represent the common shareholders and 
three the preferred shareholders. 

The guarantee by the Consolidated Railway Co. of accu- 
mere dividends at 4 per cent per annum on the preferred 
stock. 

The calling of the preferred stock as an entirety at any 
time by the trustees at $105 per share and any accumulated 
and unpaid dividends. 

Tri-party agreement with the Consolidated Railway Co. 
and the New York, New Haven & Hartford Railroad Co.— 
The tri-party agreement provided for: 

The guaranty by the Consolidated Railway Co. of the divi- 
dend on the preferred shares and payment in liquidation. 

The agreement by the New York, New Haven & Hartford 
Railroad Co. to indemnify the Consolidated Railway Co. against 
loss under this guaranty. 

Common stock.—One hundred thousand shares of common 
stock were issued on June 25, 1906, to Mackay & Co. as agents, 
and charged to them in open account, to be accounted for as 
disposed of. The agreement and declaration of trust and the 
tri-party agreement stipulated that for each share of preferred 
stock issued and guaranteed by the Consolidated Railway Co., 
the latter was to be given one share of common stock, but 
this part of the agreement was not carried into effect. After 
a suit before the Supreme Judicial Court of the Commonwealth 
of Massachusetts, the New York, New Haven & Hartford 
Railroad Co., on Oct. 12, 1908, executed a waiver to such 
common shares, as per Exhibit C, of the working papers. 

On March 31, 1907, all of the common stock except 1,000 
shares was recalled from Mackay & Co. and canceled, thereby 
reducing the common capital stock outstanding from $10,000,000 
to $100,000. 

On June. 29, 1907, a check of the New England Navigation 
Co. for $100,000 was received in payment for these 1,000 shares, 
and on the same date the same amount was paid to the New 
York, New Haven & Hartford Railroad Co. on account of the 
note dated June 25, 1906, for $10,000,000. 

The records of the New England Investment & Security 
Co. show that these 1,000 shares passed to the possession of 
eight directors of the New York, New Haven & Hartford Rail- 
road Co., Messrs. James S. Elton, C. S. Mellen, Edwin Milner, 
William Skinner, J. H. Whittemore, Charles F. Brooker, J. S. 
Hemingway and D. Newton Barney. Messrs Hemingway and 
Barney transferred their holdings on May 19, 1908, to Messrs. 
Henry L. Higginson and Daniel G. Wing. On May 23, 1908, 
Charles F. Brooker transferred his 100 shares to Edward D. 
Robbins, who is shown on the New York, New Haven & Hart- 
ford Railroad Co.’s annual report to the Interstate Commerce 
Commission for 1908 as a director and also as counsel. 

The personnel of the common stockholders continued the 
same as shown above on Jan. 2, 1909. 

On June 26, 1909, the following 10 men held 100 shares 
each: Henry L. Higginson, Daniel G. Wing. James B. Brady, 
Arthur S. Backus, Raymond S. Clark, Louis E. Harms, Horatio 
A. Hunt, Otis S. Northrop, Henry H. Peck and Edward D. 
Redfield. 

On June 20, 1910, Messrs. Higginson, Brady, Clark, Harmse 
and Redfield were the only holders of common stock, the next 
change occurring on June 20, 1913, when Edward D. Redfield 
dropped out and Messrs. Edwin N. Sanderson and H. Hobart 
Porter are each shown as the owners of 100 shares of the 209 
shares previously held by Redfield. 

On Dec. 20, 1913, the entire 1,000 shares are shown as being 
in the name of Messrs. Sanderson and Porter, the former 
being credited with 450 shares and the latter with 550 shares. 
Detail of the holding of common shares is shown on Exhibit 
D of the working papers. 

The stubs of the common-stock certificates were reported 
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as being held in Boston, Mass., by the Old Colony Trust Co., 
and hence were not referred to. 

Preferred stock.—One hundred thousand shares of the pre- 
ferred stock were issued on June 25, 1906, to Mackay & Co. 
as agents and charged to them in open account, to be accounted 
for as disposed of. The agreement and declaration of trust and 
the tri-party agreement stipulated that 45,500 shares of pre- 
ferred stock were to be issued to the subscribers in payment 
for 36,500 shares Worcester Railways & Investment Co., 7,006 
shares Worcester & Southbridge Street Railway Co., 2,090 
shares Worcester & Blackstone Valley Street Railway Co., 
but this part of the agreement was not carried into effect. 

On June 30, 1907, the unsold preferred capital stock, 64,612 
shares, par value $6,461,200, was recalled from Mackay & Co., 
4,612 shares, or $461,200, being placed in the company’s treasury, 
and the remainder, 60,000 shares, canceled, thereby reducing the 
outstanding preferred capital stock from $10,000,000 to $4,000,000. 

The 40,000 shares of outstanding preferred stock were issue‘! 
as follows: 

Shares. Amount. 





In exchange for stock of other companies...... 35,488 $3,548,800 
ROUGE. GR SUIMARIOES - ono 5 ibe 5-0 o e's hb a Se Sidnek 557 55,700 
Cash sales through brokers, at 80 and 91....... 3,955 348,905 
Discount on these 3,955 shares (charged to profit 
QNd. 108B ACCOUNE) 6. ascccccces adda be ngiekbiees ees ws 46,595 
PR cask (Asan ranns ensiincenns obehbntamiasiasae 40,000 $4,000,000 


The exchanges were made as follows: 
Shares of Shares of 
other stock preferred 











received. stock 

-Company. issued. 
Pe SORE TE OR eins i d:60-0 6s b60eenRiciaw i 10 10 
Central Massachusetts Electric Co........... 875 610 
Springfield & Eastern Street Ry. Co... re 1,723 
Uxbridge & Blackstone Street Ry. Co........ 1,197 1,437 
Western Massachusetts Street Ry. Co........ 3,000 3,000 
Worcester Railways & Investment Co........ 27,354 28,708 
 .-n: 0h naa dein cdaden teh bk wind deal 34,159 35,488 


All of the above stock had a par value of $100 per share. 
with the exception of that of the Worcester Railways & In- 
vestment Co., which had no par value. 

Of the 557 shares issued as commissions, Mackey & Co. 
received 537 shares, par value $53,700, in accordance with their 
agreement of June 25, 1906, providing for the payment to 
Mackay & Co. of $1 per share upon the certificates of pre- 
ferred stock issued, said commissions to be paid in certificates 
of preferred shares. 

In the agreement and declaration of trust (Exhibit A) on 
page three, Frederick W. Kendrick, of Cambridge, Mass., is 
shown as a “‘subscriber’’ and in Senate Document No. 316, of 
the Commonwealth of Massachusetts (Exhibit M), on page 11. 
he is referred to as being ‘‘a member of the firm of Mackay 
& Co., bankers, who contracted to sell the preferred shares.’’ 
This Frederick W. Kendrick was also a trustee during the fiscal 
years 1907, 1908 and 1909. (Exhibit K, sheet 8.) 

Details of preferred stock issues, and the Mackay & Co. 
transactions are shown on Exhibit E of the working papers. 

Securities acquired in exchange for ten-million-dollar note. 
—The real starting of the New England Investment & Security 
Company was the turning over to it by the Consolidated Rail- 
way Company on June 25, 1906, of securities having a book 
value of $9,918,145.65, for which the New England Investment 
& Security Company gave the Consolidated Railway Company 
a note payable of the same date for $10,000,000. The’ difference 
of $81,854.35 was arbitrarily added by the New England In- 
vestment & Security Company to its book value of the Spring- 
field Railway Companies’ common stock. 

The securities received in this exchange were as follows: 
7,000 shares Worcester & Southbridge 

Street Ry. Co. stock, par value 

CO MEE ind bdo eee shia dcesbiiaaece $ 750,973.75 
224 Worcester & Southbridge Street 

Ry. Co. first mortgage 4% per cent 

OMNI. Sc0s-s Somes Gani ne dicien Ee 224,640.00 
Demand notes of the Worcester & 

Southbridge Street Ry. Co. bearing 

interest GC & Or CoMmt.. oc cccccccccoce 146,369.33 


2,000 shares Worcester & Blackstone 
Valley Street Ry. Co. stock, par 
ee ee ee te 277,400.89 
Demand notes of the Worcester & 
Blackstone Valley Street Ry. Co., 


$1,121, 983.08 


bearing interest at 5 per cent....... 257,076.67 
: : _ 534,477.56 
36,953 Worcester Railways & Investment 
el eS SE ee eae ee ree 3,926,949.97 
102 shares Springfield Street Ry. Co. 
stock, par value $100.........: Pie Ren eo 23,000.00 
Demand notes of the Springfield Street 
Ry. Co.; bearing interest at 4% and 
De WO. 6560s den cinvasestaawens ok 302,000.00 
a 325,000.00 


50,000 shares Springfield Ry. Co. common 

SOs ME IES UI id caine dro livldcetnc enw 6 ip bie wie 1,702,679.97 
9,784 shares Berkshire Street Ry. Co. 

stock, par walue $100... . ..66.0ccscese 1,006,235.37 
200 Berkshire Street Ry. Co. 5 per cent 

NN nn ia ow hidin gue Sore Ina ke bia 200,000.00 


Ry. Co. bearing interest at 5 per 
EE i idrda sd caie LatBad sich a able sd eaaed 1,100,819.70 
———————_ 2, 307,055.07 


NN. Bi ik Corin 1< ve asi eves eu Abad sede aban $9,918,145.65 

The note of the New England Investment & Security Com- 
pany for $10,000,000 passed from the Consolidated Railway 
Company to the New York, New Haven & Hartford Railroad 
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Company and thence to the New England Navigation Company, 
payments on account being made as follows: 
Item. Date. Payment to— Natureof payment Amount. 
1 Feb. 7, 1907 Consolidated Ry. 
CO. ..ccseeseee. 200 5 per cent: de- 
bentures of the 
Berkshire Street 


; Fe, Oki: kos aes $200,000.00 
2 Feb. 7, 1907 Consolidated Ry. 
CO, .cccccccccccsae firet mortgage 
bonds of the 
Worcester & 
Southbridge St. 
Ts, AM caw pewde « 224,640.00 
Feb. 7, 1907 Consolidated Ry. F 
CO. ..ccccccecee 200 first mortgage 
bonds of the 
Worcester & 
Blackstone Val- 
ley St. Ry. Co... ‘200,000.00 


oe 


4 Feb. 7, 1907 Consolidated Ry. 





Ma" oe Raia Gis Addn ON 04 Bk ed Re Re CORR e 6,116.67 
5 June 29, 1907 N. Y., N. H. & 
a a, “Ee 100,000.00 
6 Oct. 23,1907 N. Y., N. H. & 
H. R. R. Co...40 5 per cent de- 
bentures of the 
Uxbridge & 
Blackstone Street 
| a pe 40,000.00 
7 Jan. 31,1908 N. Y., N. H. & . ; 
H. R. R. Co...5 per cent ‘deben- 
tures of the Wor- 
cester Consoli- 
dated Street Ry. 
i as oecbo cena ces 4,243.33 
ileal lan cca Se diietahs © 6 litle Sattetaleiniaal $775,000.00 


Items 1 and 2 were acquired from the Consolidated Rail- 
way Company on June 25, 1906, while Item 3 was received in 
exchange for notes of the Worcester & Blackstone Valley Street 
Railway Company, acquired from the Consolidated Railway 
Company on June 25, 1906, making a total of $624,640 in securi- 
ties acquired by the issuance of the $10,000,000 note, which 
were later applied to reduce that note. 

Items 1, 2, 3, 6 and 7 were reacquired from the New Eng- 
land Navigation Company as of May 1, 1908 (recorded May 22, 
1908), with other securities and obligations in exchange for a 
note dated May 22, 1908, for $1,722,653.33. 

Item 5 consisted of the cash received from the New England 
Navigation Company for the purchase of common stock, the 
amount received being immediately turned over to the New 


York, New Haven & Hartford Railroad Company, as a credit : 


on account of this note. 


On Nov. 1, 1910, Item 1 was resold to the New York, New 


Haven & Hartford Railroad Company for cash at par. 
In February, 1914, Item 2 was resold, through William A: 

Reed & Company, at 93.33, the amount realized being $209,059.20. 

The loss of $15,580.80 was charged to profit and loss account. 

Items 3 and 6 remain in the possession of the New England 
Investment & Security Company as of March 31, 1914. 

Item 7 was part of a block of $1,200,000 of the debentures 
of the Worcester Ccnsolidated Street Railway Company; $1,- 
050,000 of these debentures were in the lot reacquired on May 
22, 1908, and we resold within three months, at 99, realizing 
$1,039,500. The loss of $10,500 was charged to profit and loss. 

The above payments reduced the amount outstanding on 
the note for $10,000,000, given the Consolidated Railway Com- 
pany on June 25, 1906, to $9,225,000. This was liquidated on 
April 1, 1909, by issuing 15-year funding gold notes at par, for 
the same amount, to the New England Navigation Company, 
who then held the note. 

Details of the $10,000,000 note transaction are shown on 
Exhibit F, of the working papers. ; 

Fifteen-year funding gold notes.—Fifteen-year funding gold 
notes, amounting to $16,250,000, were issued as of April 1, 1909, 
as follows: aa 
Liquidation of notes payable.........-.-eeeeeeeeeee $14,210,153.33 
Stocks and bonds of subsidiary companies, with ac- : 


crued interest thereon ...........eseeeeeeeseees 939,000.00 
Notes of subsidiary companies, with accrued in- 

eo Se ee eae are re eee 110,500.00 
The Rhode Island Co.’s advances te the Interstate A 

Consolidated Street Ry. Co. and the Attlebor- 

ough Branch Railroad Co., for improvements 

ANG EXPENSES ........ ce ceceeecceccsccescecececes 163,500.00 
Accrued interest on notes payable....... $391,846.67 
Guaranteed dividend on preferred stock, 

paid by the New York, New Haven & 

Hartford R. R. Co., and areas sane 

SL, ca skoch ete ces dae ceudve b 693,846.67 

133,000.00 


Bale. eee GR. cs oko cs eas Fee) 6 totes cwctiontoouas 


MD vida ndbee cane ostese das Joss hsens cepa $16, 250,000.00 


Attention is called to the issuance of gold notes for interes? 
and dividend obligations, amounting to $693,846.67. s 

The notes payable which were liquidated, amounting to 
$14,210,153.38, were all the notes outstanding at this time, and 
were concentrated in the hands of the New England Naviga- 
tion Company, a creature of the New York, New Haven & 
Hartford Railroad Company. . 

The gold notes were issued at par to the following com- 








panies: 
New England Navigation Co.: 
DR MN oo. 2s hoc 0's sec cce tt iw $14,210,153.33 
BOCEUOR TWTOTER cc. ccsecccctvevces 391,997.02 
NN ee idee C58 oe $14,602,150.35 
Less cash payment................ ‘150.35 
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NE viebi ide caves aoe sah aiveda $14,602,000.00 
Cash received for gold notes...... 133,000.00 
$14,735,000.00 
New York, New Haven & Hartford Railroad Co.: 
Advances for payment of guaran- 
teed dividend on _ preferred 





MEE Cavicsls bow RiSS cic Shaws ae ube di $ 277,968.00 
Accrued interest ....... $ 24,097.03 
Less cash ....... 65.03 
—— 24,032.00 
Stocks and bonds of the 
Worcester & Webster 
Street Ry. Co. and 
the Webster & Dud- 
ley Street Ry. Co... 337,458.45 
ROCHROE Voc cvarbcresina's - 2,145.96 
RE 65 S55 ois $339,604.41 
BME GDR: 6 snbs000s% hows 604.41 
—__—— 339,000.00 
= $641,000.00 
The Rhode Island Co.: 
Stock of Interstate Con- 
solidated Street Ry. 
CM nidcouviebensade as 500,000.00 
Note of same company.. 100,000.00 
Accrued interest on note 10,500.00 
Advances to same com- 
pany for  improve- 
ments and expenses. 151,361.25 
Sa 761,861.25 
Stock of the Attleborough 
Branch Railroad Co. 100,000.00 
Advances to same com- 
pany for improve- 
ments and expenses. 12,717.21 
— --— 112,717.21 
RE ah oud swan a vee ria sees 874,578.46 
Less Cash PAFVMENE. 6.6 cescecdcese 578.46 
. a 874,000.00 
15-year funding gold notes issued..............+.... $16, 250,000.00 


Of the securities received, as noted above, the New England 
Investment & Security Company still held, as of March 31, 
1914, the stocks, bonds and notes of the Worcester & Webster 
Street Railway Company, also the Attleborough Branch Rail- 
road Company, the Webster & Dudley Street Railway Company, 
and the Interstate Consolidated Street Railway Company. ~The 
advances, for improvements and expenses, to the Interstate 
Consolidated Street Railway Company were transferred to an 
open account against that company. On May 31, 1909, the 
balance in this open account was $139,576.34, and this balance, 
with other items, was liquidated on that date by the receipt 
of the Interstate Consolidated Street Railway Company’s note 
for $160,000. On March 31, 1914, this note was still in the pos- 
session of the New England Investment & Security Company. 

Of the total issue of $16,250,000 in gold notes, there have 
been redeemed and destroyed $2,541,000, leaving as outstanding 
the remainder, or $13,709,000. . ; 

On June 30, 1910, the investment in the stock of the Berk- 
shire Street Railway Company, consisting of 19,288 shares, 
with a par value of $100 each, was sold to the New York, New 
Haven & Hartford Railroad Company at the book value of $2,- 
891,226.88. Payment was made by check for $2,391,226.88, and 
the assumption by the New York, New Haven & Hartford Rail- 
road Company of two of the Security Company’s notes pay- 
able, for $250,000 each, held by the Old Colony Trust Company, 
and the First National Bank of Boston, Mass., respectively. 

On July 7, 1910, the Billard Company was given a check 
by the New England Investment & Security Company for $2,- 
391,000, on the Old Colony Trust Company of Boston, Mass., in 
exchange for 2,391 fifteen-year funding gold notes of the New 
England Investment & Security Company, these notes being 
purchased at par, and for redemption. 

The accrued interest on these gold notes was paid to the 
Billard Company on the same date by a check of the New 
England Investment & Security Company, for $19,128, on the 
New England Trust Company. 

The New England Investment & Security Company’s in- 
vestment in the stock of the Central Massachusetts Electric 
Company, consisting of 1,500 shares, par value $100 each, was 
sold on Nov. 15, 1911, for $150,000 cash. 

The records of the New England Investment & Security 
Company do not show the purchaser of this stock, but Presi- 
dent J. T. Harmer stated that it was sold to Mr. Samuel 
Hemingway, the treasurer of the Billard Company. Whether 
Mr. Hemingway bought this stock in the name of the Billard 
Company or otherwise, Mr. Harmer was unable to say defi- 
nitely, but both he and treasurer Leverett Candee believed it 


to have been for the Billard Company. 

On the same date, Nov. 15, 1911, the Billard Company was 
given a check by the New England Investment & Security 
Company for $150,562.50 on the New England Trust Company 
of Boston, Mass., in exchange for 150 fifteen-year funding gold 
notes, which were purchased at par and accrued interest, for 
redemption. 

The book value of the Central Massachusetts Electric Com- 
pany stock was $106,698.21, and its sale at $150,000.resulted in 
a eo of $43,301.79, which was credited to profit and loss ac- 
count. . 

A later investigation of the New England Navigation Com- 
pany’s books showed that all of the outstanding 15-year fund- 
ing gold notes of the New England Investment & Security 
Company, par value $13,709,000, were in the possession of the 
former company, at a cost of $13,631,750, as follows: 
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Date secured. Par-value. Cost. 
I RN Ais 66 atk bcs Kae ocd eos Kad ook $ 3,000,000 $ 3,000,000 
2s LE ON Os odin a rceetceserensece 309,000 231,750 
March, 1914 (journal entry 1105)........ 10,400,000 10,400,000 
EE Vigiic Wan iccikn's Vee ae bone Kes $13,709,000 $13,631,750 


_ Payment was made to the Billard Company for the first 
item by surrender of that company’s notes to the value of $1,- 
400,000 and indorsing over to them a check from the Farmer's 
Loan & Trust Company for $1,600,000. 

_ In payment for the second item the Billard Company was 
given check No. 981 for $233,166.25, which included $1,416.25 
tor accrued interest. 

The third item covers an exchange, payment being made 
in Billard Company’s notes, at par. 

It should be noted that within one and one-half months 
after paying par of the first lot of these notes, the second lot 
were purchased at 75, while the remainder were purchased at 
par within the year. 

For detail, see Exhibit G of the working papers. 

Attleborough Branch Railroad Company—Stock.—On April 
3, 1909, 1,317 shares of this stock, par value $100 each, were 
taken over from the Rhode Island Company at a valuation of 
$100,000, and with other securities making a total of $874,578.46, 
were settled for on that date by the issuance of 15-year fund- 
ing gold notes for $874,000 and $578.46 in cash. 

This stock remained on hand as of March 31, 1914, as shown 
on Exhibit H1 of the working papers. 

Berkshire Street Railway Company—Stock.—Between Jan- 
uary. 1907,-and May, 1910, 19,288 shares of this stock were 
acquired, as follows: 
Shares. From— 
9,784 Consolidated cos 

Ry. Co. ....Notes payable ($10,000,000 note).$1,006, 235.37 
3,994 Berkshire St. 
Co, ....-Note of Berkshire St. Ry. Co.. 733,933.00 


Ry. 
2,462 Berkshire St. 


' Exchanged for— Cost. 


Ry. Co. ....Note of Berkshire St. Ry. Co. 
EE Sp cecersecdiiiedes 246,200.00 

BD skeccsapecvacs -Consolidated Ry. Co.’s scrip and 
mecrued imteTest ...cccceccees 3,842.09 


10 Cc. S. Mellen..10 shares New England invest- 
ment & Security Co.’s pre- 
ferred stock and accrued divi- 
DE: cn os Getwwdeeegae eas ne mas 

.3,000 shares Pittsfield Electric 
Street Ry. Co. stock at cost.. 900,000.00 


1,016.42 
3,000 Not shown .. 


19,288 NN. “ccdcalg.a dntdy alate Cea pea ae aan $2,891, 226.88 

The entire 19,288 shares were sold to the New York, New 
Haven & Hartford R. R. Co. on June 30, 1910, at the book value 
shown above. This gives a price per share approximating 
$149.90. The payment consisted of cash for $2,391,226.88, and 
the assuming by the New Haven Co. of two notes of the New 
England Investment and Security Co., held by the First National 
Bank of Boston, Mass., and the Old Colony Trust Co. of Bos- 
ton, Mass., respectively, for $250,000 each. 

The cash item of $2,391,000 was promptly applied in the 
redemption of 15-year funding gold notes, as noted previously 
in this report. Detail is shown in Exhibit H2, schedule 1, of 
the working papers. : 

Berkshire Street Ry. Co. 5 per cent debentures of 1925.—On 
June 25, 1906, 200 debenture bonds of this company, par value 
$1,000 each, due March 1, 1925, and bearing interest at 5 per 
cent per annum, were acquired from the Consolidated Ry. Co. 
as a part of the $10,000,000 note transaction, but were returned 
to that company on Feb. 7, 1907, to apply as a credit on account 
of the same note. On May 22, 1908, the same bonds were re- 
acquired from the New England Navigation Co, (the transaction 
being effective as of May 1, 1908), with other securities, in ex- 
change for the New England Investment and Security Co.’s 
note dated May 22, 1908, for $1,722,653.33. These .bonds were 
sold to the New York, New Haven & Hartford R. R. Co. for 
cash, at par, on Nov. 1, 1910. 

Detail is shown on Exhibit H2, schedule 2, of the working 
apers. 

. Perkshire Street Ry. Co. notes.—Notes to the amount of 
$1,100,819.70 were acquired from the Consolidated Ry. Co. on 
June 25, 1906, as a part of the $10,000,000 note transaction, and 
between Sept. 13, 1906, and Nov. 3, 1910, $515,000 additional had 
been loaned to the Berkshire Street Ry. Co. on its notes. * 

These loans were liquidated by the payment of $636,067 in 
cash, and the remainder of $979,752.72, with accrued interest of 
$380.28, by exchange for 6,456 shares of the capital stock of the 
Berkshire Street Ry. Co., par value $100 each. 

No criticism is made of the Berkshire Street Ry. Co. for 
discounting its own notes in making this exchange for capital 
stock, as the New York, New Haven & Hartford R. R. Co. sub- 
sequently took over at its book value all the holdings of the 
New England Investment and Security Co. in the Berkshire 


Street Ry. Co. 
Detail is shown in Exhibit H2, schedule 3, of the working 


apers. 

. go Massachusetts Electric Co. stock—A total of 1,484 
shares of this stock, par value $100 each, were received in ex- 
change for preferred stock of the New England Investment and 
Security Co. and stock of the New York, New Haven & Hart- 
ford R. R. Co. as follows: 


Book value. 


Shares. Received in exchange for— 
875 610 shares preferred stock of the New England 
Investment and Security Co. ....2cccccccccccsce $61,000.00 
609 214 shares of New York, New Haven & Hart- 
SS SOW OO Se eee rere ee 42,752.16 
Accrued dividends and commissions on preferred 
stock exchanged as above...........eescecseees 982.78 
Accrued dividends on New York, New Haven & 
Be a, Gs PII i ois cin dacrccbdisasareos 247.02 
16 Bought from Wm. Skinner, for cash............. 1,716.25 


1,500 WE tbs lenvaeatcatiossonsavectahewenqueehevaks $106,698.21 
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These 1,500 shares were sold on Nov. 15, 1911, for the sum 
of $150,000; but the records of this company do not disclose the 
identity of the purchaser. President J. T. Harmer stated that 
the sale was made to Mr. Samuel Hemingway, treasurer of the 
Billard Co., but whether Mr. Hemingway purchased it in the 
name of the Billard Co., or otherwise, he was unable to say 
definitely, though both he (Harmer) and Treasurer Leverett 
Candee believed it to have been for the Billard Co. 

The amount of $150,000 realized from the sale was im- 
mediately paid over to the Billard Co. for redemption at par of 
150 fifteen-year funding gold notes of the -New England Invest- 
ment and Security Co.’s issue. 

The sale of this stock for $150,000 resulted in a profit of 
$43,301.79, which was credited to profit and loss account. 

Detail is shown in Exhibit 3H of the working papers. 

The Consolidated Ry. Co. 3, 3% and 4 per cent debentures 
and scrip.—On Nov. 14, 1906, the New England Investment & 
Security Co. purchased from the Consolidated Ry. Co. $20,600 
par value of these debentures, at par for cash. 

The Consolidated Ry. Co. 3, 3% and 4 per cent debentures 
and scrip.—On Jan. 15, 1907, $100 of these debentures was given 
in exchange for one share of Berkshire Street Ry. Co. stock, 
par value $100. 

On June 10, 1907, F. Augs. Schermerhorn, of 25 Liberty 
street, New York, was given debentures par value $3,000 and 
scrip $500 in exchange for 35 shares of Berkshire Street Ry. 
Co, stock, par value $3,500. 

On July 19, 1907, Luther W. Bradley was given scrip par 
value $200 in exchange for 2 shares of Berkshire Street Ry. Co. 
stock, par value $200. 

‘i The balance of $16,800 remained in the possession of the 
New England Investment and Security Co. on March 31, 1914. 

See detail on Exhibit H4 of the working papers. 

The Electric Express Co. stock.—On July 10, 1907, 200 shares 
of this stock, constituting the whole issue, were bought for cash 
at the par value of $100 per share. 

The property was afterwards sold and upon liquidation 
there remained cash assets of $40,924.56, which were turned 
over to the New England Investment and Security Co. 

The above shows an apparent profit of $20,924.56, but with- 
out going into the records of the Electric Express Co. it could 
not be shown whether this includes accrued and undivided 
earnings or was merely an advance in the selling price of the 
property over the amount paid for it. Officials of the New 
England Investment and Security Co. stated that the sale was 
made to the operating companies, and if there was any in- 
flation in the selling price it will of course be an offset to this 
apparent profit to the holding company and a corresponding 
inflation of assets for the new owners. See detail Exhibit H5 
of the working papers. 

Electric Manufacturing Co. notes.—Between Jan. 14 and 
April 26, 1907, $90,000 was loaned to that company on its notes, 
which were paid on Oct. 1, 1907. 

Moody’s Manual does not show the Electric Manufacturing 
Co., but lists the Worcester Railways and Investment Co. as 
owning 6,500 shares of its stock and $330,000 of its 5 per cent 
mortgage bonds. See detail on Exhibit H6 of the working 
papers. 

Hartford & Worcester Street Ry. Co. stock.—On Oct. 11, 
1906, 2,999 rights (out of a total of 3,000) were purchased by 
issuance of notes payable for $75,000. This note was liquidated 
on April 3, 1909, by the issuance of 15-year funding gold notes 
at par. An assessment on capital stock at $20 per share was 
$39 980 on April 11, 1908, the amount of the assessment being 

9,980. 

The Hartford & Worcester Street Ry. Co. was sold to the 
Worcester & Southbridge Street Ry. Co. and 2999-3000 of the 
amount received in liquidation, or $61,585.73, was turned over 
on May 20, 1910, to the New England Investment and Security 
Co. Regarding the balance of $73,394.27 Journal Entry No. 479 
bears this notation: 

Note.—The railroad commissioners fixed the sale price of 
the property of the Hartford & Worcester at a lower figure 
than the cost, consequently the Hartford & Worcester Co. was 
unable to make good to its subscribers the full amounts paid 
in on their subscriptions and as the Hartford & Worcester has 
now become a part of the Worcester & Southbridge Street Ry. 
Co., all of whose stock in owned by the New England Invest- 
ment and Security Co., the latter company’s investment in the 


Worcester & Southbridge Street Ry. Co. is increased to the 


extent of the above amount. 

The above shows that while the railroad commissioners 
ruled as to the valuation of the property, the New England In- 
vestment and Security Co., instead of charging the difference 
of $73,394.27 to profit and loss, still retain it in their investment 
accounts. See detail on Exhibit H7 of the working papers. 

Interstate Consolidated Street Ry. Co. stock.—Two thousand 
seven hundred and fifty shares with a par value of $100 each 
were taken over from the Rhode Island Co., at a valuation of 
$500,000, and with other securities, making a total of $874,- 
578.46, were settled for on April 3, 1909, by the issuance of 15- 
year funding gold notes to the amount of $874,000, par value, 
and cash for $578.46. This stock is still held by the New 
England Investment and Security Co. See detail on Exhibit H8 
of the working papers. 

Interstate Consolidated Street Ry. Co. notes.—In April, 1909, 
the New England Investment and Security Co. took over from 
the Rhode Island Co. with the purchase of that company’s in- 
terest in the Interstate Consolidated Street Ry. Co.— 

The latter company’s notes of June 27, 1906, at par 

Se Le oie, a ka nak iebabiag beige beeen nats 6's hiceies $100,000.00 
Cash loans were made to the Interstate Consolidated 

Street Ry. Co. between April 2 and Aug. 25, 1909, 

covered By notes AMOUNTING tO. 2... 2. cccosccccesecce 28,423.66 
For an open account covering advances for improve- 

ments and expenses taken over from the Rhode 


Island Co., a note was received for............cce00. 139,576.34 
SE 5 eg Bi ae re asta e eWace Wak heed deena ude <a $268,000.00 
Payments were made Of......cccccccccrccecvccces socece 8,000.00 
Leaving outstanding as of March 31, 1914....... $260,000.00 















i 
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August 15, 1914 


Sée detail on Exhibit H8, schedule 2, of the working papers. 
Milford, Attleboro & Woonsocket Street Ry. Co. stock.— 
Three thousand one hundred and fifty shares, par value $100 
each, were secured in exchange for— 
) 
1,562 shares of New York, New Haven & Hartford 
R. R. Co. stock $312,052.88 
Cash (for fractions of stock) 


Accrued dividends on New York, New Haven & Hart- 


ford stock 2,844.72 


$317,497.60 


in possession of the New England 


This stock is still 
See detail 


Investment and Security Co. as of March 31, 1914. 
on Exhibit H9, schedule 1. of the working papers. 

Milford, Attleboro & Woonsocket Street Ry. Co. first mort- 
gage 5 per cent bonds.—On May 28, 1912, 50 bonds of the above 
company, par value $50,000, were received in liquidation of 
notes for the same amount. The notes were for cash loans ad- 
vanced. These bonds are still held by the New England Invest- 
ment and Security Co. as of March 31, 1914. See detail on 
Exhibit H9, schedule 2, of the working papers. 

Milford, Attleboro & Woonsocket Street Ry. Co. notes.— 
Between March 13, 1907, and July 31, 1909. ry 

| 


$63,000.00 


$ 8,000.00 
50,000.00 


$ 5,000.00 


Cash advances were ‘made to the above company 
amounting to 


In settlement cash was received for 
Bonds at par for 


Leaving a balance as of March 31, 1914, of 


See detail on Exhibit H9, schedule 3, of the working papers. 
New England Navigation Co.—All outstanding notes payable 
of the New England Investment and Security Co. having been 
acquired by the New England Navigation Co. and amounting 
with accrued interest to March 31, 1909, as follows: : 
' 
Notes payable of various dates from June 25, 1906, 
to May 1, 1908 
Accrued interest thereon 


$14,210,153.33 
391,997.02 


$14,602,150.35 


These notes were retired by the New England Investment 
and Security Co. by giving in exchange therefor 15-year fund- 
ing gold notes as of April 1, 1909, with a par value of $14,602,000 
and cash for the remainder of $150.35. See detail on Exhibit 
H10 of the working papers. : 

New York, New Haven & Hartford R. R. Co. stock.—Five 
thousand shares of this stock were received on Oct. 11, 1906, in 
exchange for note payable, the price, less accrued dividend, be- 
ing $998,888.89. Seventy-two shares were purchased for cash 
from the New Haven & Northampton Co. for $9,348.80, and, 
were disposed of as follows: 

Exchanged for— Shares. Amount. 
3.069 shares of Milford, Attleboro & Woon- 

socket St. Ry. Co. stock, par value $100 
each 
1,658 shares Springfield Ry. Co.’s preferred 
stock from Lee, Higginson & Co 829 
1,000 shares Springfield Ry. Co.’s preferred 
stock from Springfield Fire and Marine 
Pnsurance Co. 
1,032 shares Springfield Ry. Co.’s preferred 
stock from Frederick Harris et al 
32 shares of Springfield & Eastern Street 
Ry. Co. stock ; 17 
10 shares Central Massachusetts Electric Co. 
stock, par value $100 each ° 1 
1,474 shares of Central Massachusetts Elec- 
tric Co. stock, par value $100 each * 213 
3,267 shares Springfield & Eastern Street. Ry. g 
Co. stock, par value $100 each 772 154,227.69 
Sold for cash 662 90,219.12 
Charged profit and loss arate 36,998.58 


5,072  $1,004,237.69 


*Part payment in New England Investment and Securitv 
Co. preferred stock. 


1,562 $ 312,052.88 


165,615.78 


99,888.89 
103,083.90 
3,398.69 
199.77 


42,552.39 


The note payable was taken up from the New England 
Navigation Co. on April 1, 1909, as a part of the lot. exchanged 
for 15-year funding gold notes. See detail on Exhibit H11 of 
the working papers. 

Pittsfield. Electric Street Ry. Co. stock.—Three thousand 
shares of this stock were purchased as follows: 

Purchased for— Shares. Amount. 
Two 6 months’ notes dated Feb. 10, 1910, for 

$250,000 each, bearing 4% per cent interest, 
one in favor of the First National Bank, 
Boston, and the other in favor of the Old 
Colony Trust Co. of Boston. This stock 
was purchased through the First National 
Bank of Boston. The surplus cash received 
from the issue of these notes was taken up 
in current-cash account 1,511 
Purchased through the Agricultural National 
Bank of Pittsfield, Mass., for cash, for 1,489 
3,000 


$490,525.00 
409,475.00 
$900,000.00 

These notes for $500,000 were assumed by the New York, 
New Haven & Hartford R. R. Co. on June 30, 1910, in connec- 


tion with the purchase of the Berkshire Street Ry. Co. by the 
New Haven Co. 
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The above 3,000 shares of stock costin 900,000 - 
rendered in exchange for an equal nuasber = ‘shares of oo 
Berkshire Street Ry. Co. with a par value of $300,000. The sur- 
rendered stock of the Pittsfield Electric Street Ry. Co. was can- 
celed upon sale of the property to the Berkshire Street Ry. 
Soci ee of “ Massachusetts Railroad 

ay 4, b ee detail 
. of. the working oo on Exhibit H12, schedule 
sfie Electric Street Ry. Co. notes—On M 
May _ 13, 1910, $35,000 was loaned to this company, eee 
notes. The notes were paid in cash on Feb. 13, 1911. See de- 
tail on Exhibit H12, schedule 2, of the working papers. 

The Rhode Island Co.—On April 3, 1909, the Rhode Island 
Co. turned over to the New England Investment and Security 
Co. the following obligations of the Interstate Consolidated 
Strett Ry. Co. and the Attleboro Branch R. R. Co. 

2,750 shares capital stock of the Interstate Consolidated 

Street Ry. Co., par value $100 each $500,000.00 
Demand note of the Interstate Consolidated Street Ry. aT a 

Co., dated June 27, 1906, bearing interest at 6 per 

CO <.c'nis'gn't.s'80 si9tF ood gtsess eehigtin arse he Sasa ae ke smnad-o'e 100,000.00 
Accrued interest on above note from July 1, 1907, to 

March 31, 1909 10,500.00 
Open-book account against Interstate Consolidated Y 

Street Ry. Co. covering advances for improvements 

i IR etn nse ek nace at ee eee ee 151,361.25 
1,317 shares of stock of the Attleboro Branch R. R. : 

Co., par value $100 each 100,000.00 
Open-book account against the Attleboro Branch R. 

R. Co., covering advances for improvements and ex 

NE 25655605 0b: Ha. Ka kaieiv ab os kdb bo Fea E Ne Cedeeewe aaa 12,717.21 


dneewd Peete ececceccceceeeeeteccesccesesce ss 5$874,578.46 


Payment was made on the same date, April 3, 1909 by the 
issuance to the Rhode Island Compan of 15-year fundi 
notes for $874,000 and cash for $578.46. . ae oe 


Of the, above obligations the New England Investment and 
Security Co. still retained on March 31, 1914, the stock and 
notes of the two companies and in addition another note cov- 
ering $139,576.34 of the $151,361.25 in the current account against 
the Interstate Consolidated Street Ry. Co. See detail on Exhibit 
H13 of the working papers. 


Springfield Railway Companies preferred stock.—Between 
February 5 and May 31, 1907, 5,703% shares of this stock were 
acquired as shown below and held for approximately four years, 
— it was sold through Lee, Higginson & Co. of Boston, 
Mass. ; 


Exchanged for— 
1,845 shares New York, New Haven & Hart- 
ford stock 
3,000 shares of Western Massachusetts Street 
Ry. Co. stock 
10 shares Woronoco Street Ry. Co. stock.... 


Shares. Amount, 
$368,588.00 
377,002.40 
1,200.00 
138.75 


5.703% $746.929.15 
543,708.00 


$203,221.15 


Cash received from sale of stock 


Loss, charged to profit and loss 
(Exhibit H14, schedule 1.) 


Springfield Ry. Co. common stock.—Stock of the above com- 
pany acquired as follows: 


Analysis of cost. Shares. Amount. 


Received from Consolidated Ry. as part of 
the securities acquired through issuance 
of $10,000,000 note of June 26, 1906 

Apparent profit to the Consolidated Ry. Co. 
in exchanging securities with a book value 
of $9,918,145.65 for note of the New Eng- 
land Investment and Security Co. for 
$10,000,000. the difference of $81,854.35 
being arbitrarily added to the cost of the 
above stock ........ Je WEEE CRAG SARE CADIS. 6+ mI 


Cash bonus paid to the holders of 2,490 
shares of the Woronoco Street Ry. Co. at 
$60 per share. The holders of these 2,490 
shares exchanged them with the Spring- 
field Ry. Co. at the rate of 5 shares of 

. the former for 6 shares of the latter’s 
preferred stock and in addition were paid 
a cash bonus of $60 per share by the New 
England Investment and Security Co. A 
list of the holders of Woronoco Street Ry. 
Co. stock and the amount of cash bonus 
received by each is shown on Exhibit 
H14, schedule 2, sheet 2, of the working 
papers 

The loss on 10 shares of Woronoco Street 
Ry. Co. stock purchased for $2,000 and 
exchanged for 12 shares of Springfield 
Ry. Co.’s preferred stock, par value $100 . 


50,000 $1,702,679.97 


81,854.35 


149,400.00 


800.00 


8,931 shares of the Springfield & Eastern 
Street Ry. Co. stock, par value $100 each 17,862 


- 67,862 


This stock is still in the possession of the New England 
Investment and Security Co. as of March 31, 1914. See detail 
on Exhibit H14, schedule 2, of the working papers. 

Springfield Street Ry. Co. stock.—Three thousand three 
hunfired and twenty-six shares of above stock acquired as fol- 
OWS; 


896,718.78 
$2,831,453.10 








iam eh oe 
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Exchanged for— Shares. Amount. 
Received from Consolidated Ry. Co. as part 
of the securities exchanged for note for 
$10,000,000 dated June 25, 1906.............. 102 $ 23,000.00 
Subscribed for at 170 and received in ex- 
change for the Springfield Street. Ry. Co.’s 
notes payable, less accrued dividend on 
ow, eS” eee rere rere 2,964 496,964.00 
Se -GD . f a cares sbis erence nce save < 1 213.00 
Purchased for cash at 330 less accrued divi- 
a ee Fe OOS Pere ere ea eee 259 85,322.23 


a Bains 280), th Nk eee 3,326 $605,499.23 


i 

This stock is still in the possession of the New England 
Investment and Security Co. as of March 31, 1914. See detail 
on Exhibit H15, schedule 1, of the working papers. 

Springfield Street Ry. Co. first mortgage 4 per cent bonds.— 
Two hundred of these bonds, par value $200,000, were acquired 
from that company on May 28, 1912, at 97% in exchange for the 
following notes: e 





Notes of the Western Massachusetts St. Ry. Co...... $ 55,000.00 
Notes of the Woronoco St. Ry. C0.......cccccecccscvee 75,000.00 
Notes of the Springfield St. Ry. Co..........--..eesaee 65,000.00 

NE 2 cien ieee ce ibe eae ects aserektseeenae ene $195,000.00 


Some of these notes had been purchased fram banks while 
others were for loans. 

On Oct. 15, 1913, these bonds were sold for cash through 
W. A. Read & Co. at 93.33, the amount realized being $186,660. 
The difference ot $8,340, representing the loss on the transac- 
tion, was charged off as profit and loss. See detail on Exhibit 
H15, schedule 2, of the working papers. 

Springfield Street Ry. Co. notes.—These notes consisted of a 
note for $302,000 taken over from the Consolidated Ry. Co. as 
part of the securities received in exchange for $10,000,000 note 
of June 25, 1906, and $2,175,000, covering cash loans: between 
June 25, 1906, and December 27, 1913. 

The following credits were applied: : 


CR Se er ee ee ere ete $ 360,000.00 
$66,666.66%4 of first-mortgage 4 per cent bonds of f 

the Springfield Street Ry. Co.......... eee eeerens 65,000.00 
2,964 shares of Springfield Street Railway Co.’s _ 

stock, value $503,880, plus adjustments, $5,610...... 509,490.00 


5,033 shares Springfield & Eastern Street Ry. Co.’s 


ec i ine ks ao OER Rae bE VRR ROAM Aw Aen PRE KO 502,510.00 


$1,437,000.00 


This leaves unpaid as of March 31, 1914, $1,040,000. See de- 
tail on Exhibit H15, schedule 3, of the working papers. 

Springfield & Eastern Street Railway Company—Stock.— 

Eight thousand nine hundred and thirty-one shares of this com- 

pany’s stock were acquired as follows: 

Exchanged for— Shares. Amount. 

1,723 shares of New England Investment & Se- 

curity Co.’s preferred stock, 772 shares New 

York, New Haven & —s — Co.’s 

< ivi s; and commissions 

ee on owe —s aoe ae eee ee 3,267 $328,367.54 

17 shares New York, New Haven & Hartford 


Oe a Oe eee eee 32 3,373.2r 
Cash, from Fred. T. Ley......-.esseeesscesvecees 211 19,887.29 
Cash, from Harris Burlingame ........+++-++e+++ 6 621.20 
Cash, from Henry M. Clark........-eeeeeeereees 10 1,150.00 
Cash, from Henry H. Skinner........-.eeeeeeees 1 110.00 
Cash, from J. G. Mackintosh..........-s.eeeeeee 13 1,430.00 
Cash, from M. F. Fallon..,.....ccceesscececceces 20 2,100.00 
Cash, from Gerrett S. Berfy.......-.-+eeeeeeees os 76 «=: 18, 300.00 
Cash, from Spsingfield & Eastern Street Rail- 

way Co., per order of the Massachusetts nl 

Railroad Commission dated Aug. 29, 1907...... 262 25,987.49 
Exchanged for notes of Springfield Street Rail- z 

way Co. and accrued interest thereon......... 033 500,392.05 

DE... cccactanes ded ans dcdmearesedevenees ena 8,931 $896,718.78 


This stock was exchanged for 17,862 shares of common 
stock of the Springfield Railway Companies, par value $100 
each, per trustees’ vote of April 27, 1910. See detail on Ex- 
hibit Hi6, schedule 1, of the working papers. a 

ringfield & Eastern Street Railway Company—Notes.— 
aii one of the above named company for $35,233.32 dated 
Nov. 9, 1905, and bearing interest at 5 per cent, was purchased 
for cash at face value and accrued interest, from the Spring- 
field Street Railway Company on Sept. 16, 1907. This note still 
remained unpaid as of March 31, 1914. See detail, Exhibit Hi6, 
schedule 2, of the working papers. ; 

Webster & Dudley Street Railway Company—Stock.—Five 
hundred shares of this stock, par value $100 each, purchased 
from the New York, New Haven & Hartford Railroad Company 
as of March 31, 1909, for $49,958.33. This stock was still on 
hand as of March 21, 1914. See detail on Exhibit H17, schedule 
1, of the working papers. 

Webster & Dudley Street Railway Company—First mort- 
gage bonds.—Of these bonds $30,000 par value were purchased 
from the New York, New Haven & Hartford Railroad Com- 
pany as of March 31, 1909, at a valuation of $33,897.75, and 
accrued interest; and, with other securities making a total of 
$339,604.41 were settled for on April 3, 1909, by the issuance of 
15-year funding gold notes for $339,000 and cash for $604.41. 
See detail on Exhibit H17, schedule 2, of the working papers. 

Western Massachusetts Street Railway Company—Stock.— 
Three thousand shares of this stock were acquired, as shown 
below: 
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-and the purchase price, $10,500, was charged to profit and loss. 












Exchanged for— Shares. Amount. 
3,00@ shares of preferred stock of the New Eng- 
land Investment & Security Co. exchanged 
with the following parties: 









R. D. Gillett, of Westfield, Mass............ 2,494 $249,400.00 
A. W. Eaton, Pittsfield, Mass............... 505 50,500:00 
Se Se Son Bho sido ik nce ck beh Can wbene 1 100.00 






Par value of 30 shares preferred stock of the 
New England Investment & Security Co. 
issued to Mackay & Co. as commission on 
issuance of 3,000 shares of preferred stock 








SP IE nc viccns on ks canaveccccseesasus ee 3,000.00 
Accrued dividend on these 3,030 shares of pre- 
ED 308s ds sen bake UE oo tita lees nina belie Be 1,798.98 


Cancellation of $75,000 on note of the Western 
Massachusetts Street Railway Co. dated Oct. 
BEL, Ee tovcah Givens Sakae Peas soe hea aban Cee ace See 







I vere sheila ehiniiinaldai awa mea ceseti diate es ee 3,000 $379,798.98 

The item of $75,000 charged to the book value of this com- f 
pany’s stock was charged herein in lieu of a charge to profit 
and loss when upon the refusal of the Massachusetts Railroad 
Commission to approve the consolidation of the Western Massa- 
chusetts and the Woronoco Street Railway Companies until 
outstanding indebtedness of the Western Massachusetts Street 
Railway Company, amounting to $75,000, had been canceled. 
See detail on Exhibit H18, schedule 1, of the working papers. 

Western Massachusetts Street Railway Company—Notes.— 
Notes of this company were purchased from banks 





















EE FO REG ERTS: $137,500.00 
Additional cash advances were made amounting to... 24,500.00 
WEE “aac he cln cis ness hate a ds coll onkaee Rao ek bs $162,000.00 
Settlement was made as follows: 
PD OSes catibis eh ot ctehanshaweroukiotaaaekdnnedee $ 32,000.00 
Canceled and added to the cost of capital stock of the 
SE SINE 0 bn. «5 cn wpe pease Waar Rema eee 75,000.00 
Exchanged for $56,410.25 2-3 of Springfield Street 
Railway Co, first mortgage 4 per cent bonds....... 55,000.00 
IED © sistull-o 5. 5/4 sia ale mee call Osa beam: «Murata RES heen $162,000.00 






See detail on Exhibit H18, schedule 2, of the working papers. 

Worcester Consolidated Street Railway Company—5 per 
cent debentures of 1927.—On Jan. 31, 1908, 1,200 of these bonds 
were received at par in exchange for notes of that company 
covering cash advances. 

On the same date these bonds were turned over to the New 
York, New Haven & Hartford Railroad Company in liquidation 
of sundry notes payable. 

On May 22, 1908, 1,050 of these bonds were acquired at par 
from the New England Navigation Company as part of a lot of 
securities received in exchange for a note of the New England 
Investment & Security Company dated May 22, 1908, for $1,- 
722,653.38. These debentures were sold to Merril Oldham & 
Company between May 23 and Aug. 14, 1908, for cash at 99, 
the price *realized being $1,039,500. The difference between this 














See detail on Exhibit H19, schedule 1, of the working papers. 

Worcester Consolidated Street Railway Company—Notes.— 
Cash advances were made to that company from time to time, 
amounting to $2,655,500. 


The following credits were applied: 









EY Se Ns 55s chon beads ohanen netbeans danteaideewan’ $ 50,000.00 
Liquidated in bonds of that company at par........ 1,200,000.00 
ES 5 o-oeb ety sii on ass an kane Gaee ona ocecul $1,250,000.00 







This leaves a balance unpaid as of March 31, 1914, $1,405,500. 
See detail on Exhibit H19, schedule 2, of the working papers. 
Worcester Railways & Investment Company—Stock.—Of 
this stock, 87,144 shares, no par value, were acquired at a cost 
of $8,854,335.95, as shown below: 
Exchanged for— Shares. Amount. 
Received from the Consolidated Railway Co. 
as part of the securities exchanged for $10,- 
000,000 note of June 25, 1906, less accrued 
GEE ov i daad tN osdueNe del ier Renda ees ce 36,953 $3,904,367.58 
Purchased for cash, less accrued dividend.... 39 3,625.83 
Cash subscriptions to increase in capital 
stock at 90, less accrued dividend.......... 4,779 427,373.93" 
28,829 shares of preferred stock exchanged at 
20 for 21, plus accrued dividends and com- 
mission of $46,992 paid to brokers, and other 



























SE I on 355 os cna aie'ns ven weaennued 27,470 2,932,262.80 
8,900 shares Worcester & Southbridge Street 
OY RE SIONS bo o:0's ds dec v0cue bes o¥es pear 12,237 1,117,038.47 
3,620 shares Worcester & Blackstone Valley 
RP WE OI 5 hi 0b sk cae cege cedars soon 5,656 469,667.29 
OD. vt eetvee ted sce bscceg og vbgtakeeeen 87,134 $8,854,335.95 







This stock remained on hand as of March 31, 1914. See 
detail on Exhibit H20, schedule 1, of the working papers. . 


Worcester Railways & Investment Company—Loan Account. 
—Seven hundred and fifty shares of Worcester Railways & In- 
vestment Company stock were loaned to that company on Jan. 
1, 1908, to enable them to acquire the capital stock of the 
Worcester & Holden Street Railway Company by exchange 
therefor on basis of one share of the former for two shares of 
the latter. On Feb. 24, 1911, this stock was returned to the 
New England Investment & Security Company, who during 
the period of the loan received the dividends upon the 750 
shares. See detail on Exhibit H20, schedule 2, of the working 
papers. 

Worcester & Blackstone Valley Street Railway Company— 
Stock.—Of this stock 3,620 shares were acquired, as follows: 

Exchanged for— Shares. Amount. 
Received from the Consolidated Railway Co. as 
part of the securities acquired by issuance of 
$10,000,000 note of June 25, 1906............+..2,000 $277,400.89 































August 15, 1914 


1,200 shares of Uxbridge & Blackstone Street 
SR GI en cae ieSdk once sSs sect cene 1,200 150,266.40 
aa to and paid in cash at par on Dec. 


Bh, ROD code cesons dw hedee'ee Kaigke ab tik galt ouee Vinee 420 42,000.00 
PARR 055.e dw hip ane Hdp cr socekhéslsesivositns eoeheea 3,620 $469,667.29 


The 3,620 shares were transferred to the Worcester Rail- 
ways & Investment Company on Feb. 24, 1911, in exchange for 
5,656 shares of that company’s stock, no par value, per note of 
the trustees of the New England Investment & Security Com- 
pany of Feb. 16, 1911. See detail on Exhibit H21, schedule 1, 
of the working papers. 

Worcester & Blackstone Valley Street Railway Company— 
First mortgage 4% per cent bonds.—Two hundred of these 
bonds, par value $1,000 each, were received on Feb. 7, 1907, 
in exchange for notes of that company, and were surrendered 
to the Consolidated Railway Company on the same date as a 
credit on account of $10,000,000 note of June 25, 1906. 

The same bonds were reacquired from the New England 
Navigation Company on May 22, 1908, as part of a lot of se- 
curities received in exchange for a.note of the same date for 
$1,722,653.33. These bonds were still on hand as of March 31, 
1914. See detail on Exhibit H21, schedule 2, of the working 
papers. 

Worcester & Blackstone Valley Street Railway Company— 
Notes.—Notes of this company were received from the Consoli- 
dated Railway Company as part of a lot of securities acquired 
in exchange for $10,000,000 note of June 25, 1906, amounting to 
$257,076.67. Additional advances were made amounting to 
$318,000, making a total of $575,076.67. The following credits 
were applied: 


POR ee. Gs Na kddvasdtcincadcstcectesewesiies ohn vase $112,076.67 
Exchanged for bonds of that company at par......... 200,000.00 
E+ as 5s a im dh rat nh oe @ Aan aid oe dee ok igh aes 6 alata $312,076.67 


This leaves a balance unpaid as of March 31, 1914, of 
$263,000. See detail on Exhibit H21, schedule 3, of the working 
papers. 

Worcester & Holden Street Railway Company—Notes.—Cash 
advances were made to this company between January 15 and 
March 31, 1908, totaling $65,000, settlement being made in cash 
on October 5, 1912. See detail on Exhibit H22 of the working 
papers, 

Worcester & Southbridge Street Railway Company—Stock. 
—Of the stock of this company 8,900 shares were acquired as 
follows: 

Exchanged for— Shares. Amount. 
Part of lot of securities received from the 
Consolidated Railway Co. in exchange for a 
$10,000,000 note of June 25, 1906.............. 7,000 $ 
Notes receivable 
Co, I 6 heehee ow ond one ne eas 1,400 
Excess of cost over liquidation of the Hartford 
& Worcester Street Railway Co., arbitrarily 
added to the cost of this stock.............. 
Amount of two notes against the Worcester & 
Southbridge Street Railway Co., canceled for 
the purpose of eliminating a deficit in that 
company’s profit and loss account prior to 
May 25, 1904, the date of acquisition of this 
property. This amount was arbitrarily added 
tee Sek OE Cir OS ont ck cacadeics cases 102,670.45 


Total 8,900 $1,117,038.47 


The 8,900 shares of this stock were exchanged on Feb. 24, 
1911, for 12,237 shares of stock of the Worcester Railways & 
Investment Company, no par value. See detail on Exhibit H23, 
schedule 1, of the working papers. 

Worcester & Southbridge Street Railway Company—First 
mortgage 4% per cent bonds of 1922.—Twenty-four of these 
bonds were received on June 25, 1906, from the Consolidated 
Railway Company as part of a lot of securities exchanged for 
$10,000,000 note at the book value of $24,240, and were returned 
to the Consolidated Railway Company on Feb. 7, 1907, to apply 
as’ a credit on account of the same note. On May 22, 1908, 
they were reacquired from the New England Navigation Com- 
pany together with other securities in exchange for a note for 
$1,722,653.33, at the same book value of $24,240. In February, 
1914, ‘they were sold through William A. Reed & Company at 
93. 33, realizing $22,399.20, the difference of $1,840.80 being 
charged to profit and loss. See detail on Exhibit H23, schedule 
2, of the working papers. 

Worcester & Southbridge Street ‘Railway Company—First 
mortgage 4% per cent bonds of 1925.—Two hundred of these 
bonds were. received from the Consolidated Railway Company 
as part of a lot of securities exchanged for $10,000,000 note of 
June 25, 1906, at book value of $200,400, and were ‘returned to 
the Consolidated Railway Company on Feb. 7, 1907, to apply 
as a credit on this note. On May 22, 1908, they were reacquired 
from the New England Navigation Company together with 
other securities in exchange for a note for $1,722,653.33 at the 
same book value of $200,400. In ete 1914, they were sold 
through William A. Reed & Company at 93.33, realizing $186,660, 
the difference of $13,740 being charged to profit and loss. See 
detail on Exhibit H23, schedule 3, of the working papers. 


Worcester & Southbridge Street Railway Company—Notes. 
—Notes of this company were received from the Consolidated 
Reiteey Company as part of a lot of securities received in ex- 
change for a $10,000,000 note of June 25, 1906, amounting to 
$146,369.33. Cash advances were made of $215, 000, the total 
amount being $361,369.33. The following credits were applied: 
Paid Ot POM Re css eae bedse ores alc pwsteaekee cea eenat $ 68,698.88 
Exchanged for stock of this company at par......... 190,000.00 


Canceled and added to cost of capital sinus of this 
COMMING. 65 S8SEs 0: LETS 9.4 BUT s b sik 4s 5S BETES URES 102,670.45 


Sede Aiids00cKs: J wieeee as 4c omldie daw sida tu MdWan cme $361,369.33 


750,973.75 
50,000.00 
140,000.00 


Sete eee eee eee ee eee eee eee eee 


73,394.27 


ee ee ee 


Total 


See detail on Exhibit H23, schedule 4,-of the working papers. 
Worcester & Webster Street Railway Company—Stock.—Of 
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this stock, 1,500 shares, par value $100 each, were purchased 
from the New York, New Haven & Hartford Railroad Com- 
pany as of March 31, 1909, at a valuation of $147,486.15, and, 
with other securities, making a total of $339,604.41, were set- 
tled for on April 3, 1909, by the issuance of 15-year funding 
gold notes for $339,000 and cash for $604.41. See detail on Ex- 
hibit H24, schedule.1, of the working papers. 

Worcester & Webster Street Railway Company—First mort- 
gage bonds.—Of these bonds, $94,000 par value were purchased 
from the New York, New Haven & Hartford Railroad Com- 
pany in connection with the purchase of capital stock noted 
above at a valuation of $105,919.22 and settled for in the samé 
manner as for capital stock. See detail on Exhibit H24, sched- 
ule 2, of the working papers. 

Woronoco Street Railway Company—Stock.—Ten shares of 
this stock were purchased from Moses Fox, of Hartford, Conn., 
at $200 per share, amount $2,000. The 10 shares were ex- 
changed for 12 shares of Springfield Railway Companies stock, 
par value $100 each, amount $1,200, on May 22, 1907. The bal- 
ance of $800 remaining in this account was added to the cost 
of Springfield Railway Companies common stock. See detail 
on Exhibit H25, schedule 1, of the working papers. 

Woronoco Street Railway Company—Notes.—Notes of this 
company were purchased from banks for $70,000. Additional 
cash advances were made amounting to $5,000, mdking a total 
of $75,000. On May 28, 1912, these notes were exchanged for 
$76,923.07 2-3 of the first mortgage 4 per cent bonds of the 
Springfield Street Railway Company. See detail on Exhibit 
H25, schedule 2, of the working papers. . 

Uxbridge & Blackstone Street Railway Company—Stock.— 
One thousand two hundred shares, constituting the total issue 
ef this company’s stock, were acquired from various individuals 
in exchange for the following securities: 

1,437 shares of preferred stock of the New England 


Investment & Security Co., At POF. .cccccdosvessces $143,700.00 
Cash for fractional shares and bOMUS............eeee. 267.00 
Accrued dividends on preferred stock....... ........ 2,929.40 


Commission to W. H. Tylee, paid in 20 shares of 
New England Investment & Security Co. preferred 


RI aaa tio 4d ond a 0 deuk ine 6-68 ooo ceks 6 Ve baes ene e es 2,000.00 
Commission paid to Mackay & Co., 13 7-10 shares 
IIE 52a oa 56 0 0ka cs ncadie wees ee eousas 1,370.00 


Tenet mat. aE 2,200 Oise 0 6ck So 2.6v ac dseesieasex $150,266.40 


The 1,200 shares were exchanged for capital stock of the 
Worcester & Blackstone Valley Street Railway Company on 
Dec. 31, 1909. See detail on Exhibit H26, schedule 1, of the 
working papers. 

Uxbridge & Blackstone Street Railway Company 5 per cent 
debentures of 1927.—Forty of the above bonds, par value $1,000 
each, were acquired from the New England ‘Navigation Com- 
pany on May 22, 1908, with other securities, in exchange for a 
note dated May 22, 1908, for $1,722,653.33, at a cost of $40,000. 
These bonds were still on hand as of March 31, 1914. See de- 
tail on Exhibit H26, schedule 2, of the working papers. 

Profit and loss account.—The net result of operations to 


March 31, 1914, shows— 
Sremere Tee WORE Teer SHG W9GGs ook ccc cc wie cceccvccess $415,039.66 








ee Err ere ae eee 148,334.26 
EE ee rr ent Pree rer ree 34,676.39 
EES 6 6 oo oo dv nig 6 sb ce Be sb eSutds vanes s'00 52,925.99 
NN a ee ae renee 78,195.05 
J SE te Ie eee ee eee 108,334.55 
cme Tee BONE GE WOR BOTH no oc os ccd cccoesegecs cus 78,842.56 
Adjustment of accrued interest, June 25-30, 1906...... 2,482.52 
Loss on securities sold: 
Preferred stock of this company...........cscsceees 47,122.78 
New York, New Haven & Hartford Rail- 
a SEA eee eee re ee $ 37,374.89 
Worcester Consolidated Street Railway 
Ce A us cise oeeds Dosw bees aaeePeee ee 10,500.00 
Springfield Railway Co.’s preferred stock 203,221.15 
Worcester & Southbridge Street Railway 
as MI St lS ale ad ares acd Biale a: igiein oe o 15,580.80 
Springfield Street Railway Co. bonds..... 8,340.00 
———— 275,016.84 
Profit on securities sold: 
Central Massachusetts Electric Co. stock. 43,301.79 
ee ees ere 20,924.56 
4,226.35 
neers OM. OO Teme Oe, TONS on) od cbsnneececesgn gous $470,795.17 


For detail of the profit and loss account, see Exhibits K 
and L of the working papers. 

While the amount charged to legal expenses by the New 
England Investment & Security Company since its organiza- 
tion was only $42,921.32, the total vouchered by them was $167,- 
114.39, and nearly all, or $165,408.49, was paid to the firm of 
Warren, Garfield, Whiteside & Lamson. Mr. Bentley W. War- 
ren, the senior member of this firm, was a trustee of the New 
England Investment & Security Company for the year. 1909. 
See detail on Exhibit K, sheets 6, 7 and 8, of the working 
papers. 

The salaries and compensation paid the various swantees 
and officers are shown in detail on Exhibit K, sheets 8 and 9 
of the working papers. Mr. C. S. Mellen was paid $5, 000 for 
“services and expenses to June 30, 1908.” - 

Balance sheet, March 31, 1914.—All of the securities owned 
and the loans and notes held have been previously referred to 
under the various headings, and a list of these, including all 
balance-sheet items, is shown on Exhibit L of the working 
papers. 

Senate Document No. 316, of the Commenwealth of Massa- 
chusetts.—This is a repert- of the attorney general of the state 
of Massachusetts, made as of Jan. 29, 1912, concerning the legal 
status and control of the New England Investment & Security 
Company, and is shown as Exhibit M of the working papers. 
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Exhibit E. 


CORRESPONDENCE AND REPORT OF EXAMINER ON THE 
INVESTIGATION OF MORGAN & CO.’S BOOKS. 
[Telegram.] 

Washington, May 26, 1914. 
J. P. Morgan, 


Wall Street, New York, N. Y.: 

Our attention has just been called to your statement con- 
tained in the morning papers with respect to the New Haven 
investigation and particularly to that portion of your statement 
in which you say “The records of my firm and the personal 
records of my father are still intact; they are available and 
ready fo production before any proper tribunal at any time.” 
The Commission desires to avail itself of this offer and will be 
pleased to send its examiners to your office for the purpose 
indicated to-morrow if that will suit your convenience and will 
thank you to wire me. 

Cc, C. McChord, Commissioner. 


[Telegram. ] 
New York, May 26, 1914. 
Cc. C. McChord, 
Commissioner Interstate Commerce Commission, 
Washington, D. C.: 

Your telegram received. In order to facilitate matters 
please immediately have your counsel communicate with our 
counsel, Francis Lynde Stetson, on 15 Broad street, so that they 
can together arrange promptly for the production of the records 
as offered. We should expect that all of the evidence thus 
produced would become a part of your records. 

J. P. Morgan. 


July 3, 1914. 
J. P. Morgan, Esq., 
Wall Street, New York City. 

Dear Sir: I have your favor of June 24, in regard to the 
matters mentioned in my letter of June 18, all of which will 
receive careful consideration by the Commission. Yours very 
truly, Cc. C. McChord, Commissioner. 


July 6; 1914. 
Mr. David E. Brown, 
Hotel McAlpin, New York, N. Y. 

Dear Sir: On June 18 last I wrote to J. P. Morgan: 

““On May 26 last I sent you the following telegram: 

***Our attention has just been called to your statement con- 
tained in the morning newspapers with respect to the New 
Haven investigation, and particularly to that portion of your 
statement in which you say ‘“‘The records of my firm and the 
personal records of my father are still intact; they are avail- 
able and ready for production before any proper tribunal at any 
time.’’ The Commission desires to avail itself of this offer and 
will be pleased to send its examiners to your office for the 
purpose indicated to-morrow if that will suit your convenience 
and will thank you to wire me.’ 

“In answer to this you wired me asking that the counsel 


for the Commission meet your counsel and arrange for the ex- 


amination. The chief counsel for the Commission accordingly 
had a conference with Mr. Stetson, your counsel, in New York, 
regarding the examination of the records of your firm and the 
personal records of your father, in pursuance of the offer made 
by you in you public statement. The accountants of the Com- 
mission thereupon proceeded to your office, but instead of being 
allowed free access to the books and papers concerning the 
transactions of the New Haven R. R. and of its subsidiaries, 
they have been denied such access and have been obliged to 
call for such information as they could designate, and when an 
item was shown them all other items except the specific one 
named have been covered up, and all information concerning 
the financial transactions of the New Haven R. R., or any of 
its subsidiaries, with J. P. Morgan & Co., or J. P. Morgan, has 
been refused where a third person was involved in such trans- 
actions. This is not the character of examination I understood 
from your statement you were willing for our accountants to 
make, and it*is not an examination upon which any conclusion 
can be based by the Commission as to what your books do or 
do not show. 

“In view of the fact that J. P. Morgan & Co. were, the 
fiscal agents of the New Haven R. R. and its subsidiaries and 
that Mr. J. P. Morgan was a director and member of its ex- 
ecutive and financial committees, coupled with the further fact 
that you publicly offered the records of your firm and the per- 
sonal records of your father for examination to any proper 
tribunal, the Commission requests that the accountants be 
allowed access to all records, books, papers and memoranda of 
every kind relating to the New Haven R. R. or any of its sub- 
sidiaries or any person having dealings through J. P. Morgan 
& Co. as fiscal agents of the New Haven R. R. or with Mr. J. 
P. Morgan individually. Specifically, the Commission requests 
that the accountants, in addition to the above, be given the 
following information: 

“First. The names of the persons to whom 50,000 shares 
of stock were sold in 1910 by Morgan & Co. for the accounts of 
the navigation company, a subsidiary of the New Haven R. R. 

‘Second. The names of the purchasers of $19,000,000 New 
York, Westchester & Boston bonds, sold in 1910, by Morgan & 
Co. for account of the New Haven R. R. 

“Third. Under the offer made by you, and accepted by the 
Commission, the accountants of the Commission are entitled to 
inspect all transactions appearing upon your books that may 
throw light upon the present investigation of the New Haven 
R. R. or any of its subsidiaries,. and the fact that some third 
person may be concerned in any particular transaction does not 
absolve that transaction from scrutiny by the accountants of 
the Commission. 

“Fourth. The accountants should be allowed to inspect cor- 
respondence affecting the financial transactions of the New 
Haven R. R. or any of its subsidiaries. 

“TI assure you the Commission has no desire to gain infor- 









Vol. XIV, No. 7 





mation from your records other than that bearing upon the 
subject matter of the present_investigation. Our examiners are 
in every way reliable and scrupulously regard the injunction 
laid upon them by law not to divulge anything found by them 
in the course of their examination. Very truly yours, 

“C. C. McChord, Commissioner.” 


On June 24 the following letter was received from J. P. 
Morgan in answer to the above communication: 

“Your letter bearing date of the 18th instant did not reach 
my office until the 20th, apparently because of delay in posting, 
and did not reach me until the 22d instant on account of my 
absence from my office over Saturday and Sunday. 

“With respect to your statement that the accountants ol 
your Commission ‘instead of being allowed free access to the 
books and papers concerning the transactions of the New Haven 
R. R. and of its subsidiaries have been denied such access and 
have been obliged to call for such information as they could 
designate,’ I beg to say that, as I am informed, your acountants 
have been allowed free access to our books and papers bearing 
on the subjects you refer to, and have only been required to 
ask in a general way for what they desired, indicating it by 
time, item or subject. This course has been followed in order 
that the books and papers, many of which are in storage, might 
be produced in a convenient and orderly way. I have not under- 
stood that the accountants made any objection to this, and it 
was obviously a matter of convenient procedure. 

“In reference to your statement that ‘when an item was 
shown them all other items were covered up,’ I beg to say that, 
as I am informed, the ledger accounts with the New Haven 
and its subsidiaries have been exhibited fully and completely, 
and that nothing has been covered up except the names of 
third parties, to which I refer later herein. Your examiner is 
making an analysis of these accounts and taking full transcripts 
of them for the information and use of your Commission, In 
tracing the ledger items back through the journal and cash 
books other items appearing on the same pages but in no way 
concerning the New Haven or any of its subsidiaries were, of 
course, covered up. The journal and cash book entries concern- 
ing the New Haven transactions were indicated in the ledger 
accounts, and these entries were fully exhibited in every case 
where desired except where the name of a third person was 
mentioned, and in such cases that-name only was covered. 

“With respect to your statement that ‘all information con- 
cerning the financial transactions of the New Haven R. R. or 
any of its subsidiaries with J. P. Morgan & Co. or J. P. Morgan 
has been refused where a third person was involved in such 
transactions,’ I beg to say that, as I am informed, all informa- 
tion has been given in such transactions except only the names 
of the third person, which we felt we should not give. Mr. 
Morrow, who has been specially in charge of this matter for us, 
has suggested to Mr. Brown, your chief examiner, and to your 
counsel, Gov. Folk, that a conference might be desirable in order 
that a method could be determined by which your Commission 
might obtain the information which you desire and which, so 
far as we personally are concerned, we are entirely willing that 
you should have. Without waiting for such conference we beg 
to suggest that it may be possible for us to secure the consent 
of the third parties to the extent that you may desire. In fact, 
we have asked such consent in the only two specific cases which 
you mention in your letter, and we are glad to say that the 
parties are entirely willing that their names be disclosed. 

‘“‘Answering your specific request, therefore, we beg to say: 

“First. The names of the persons to whom 50,000 shares 
of stock were sold in 1910 by J. P. Morgan & Co. for the ac- 
counts of the navigation company will be given your account- 
ants. 

“Second. The names of the purchasers of the New York, 
Westchester & Boston bonds, sold in 1911 and 1912 (instead of 
1910 as stated in your letter), by J. P. Morgan & Co. for ac- 
count of the New Haven R. R. will be given your accountants. 

“Third. When the name of a third party appears in any 
of the entries upon our books relating to our transactions with 
or for the New Haven R. R., we shall endeavor to obtain con- 
sent of such third party to the giving up of his name. 


“Fourth. I have not been advised of any difference between 
us on the question of correspondence. Your accountants have 
been and will be allowed to inspect all correspondence of our 
firm with the New Haven R. R. or any of its subsidiaries. 


‘We appreciate your assurance that you do not desire to 
gain information from our records other than that bearing upon 
the subject matter of the New Haven situation. 


“T regret the delay in answering your letter which has been 
due in part to my absence and in part to my desire to secure 
the assent of the third parties in question to the specific tran- 
sactions to which you referred. Very truly yours, 

“J. P. Morgan.” 


You will observe that the Commission requested that the 
accountants be allowed to inspect correspondence affecting the 
financial transactions of the New Haven R. R. or any of its 
subsidiaries. The answer to this was that ‘‘Your accountants 
have been and will be allowed to inspect any correspondence Of 
our firm with the New Haven R. R. or any of its subsidiaries.” 
The Commission desires information and access to correspond- 
ence not only between Morgan & Co. or J. Pierpont Morgan, 
Sr., and the New Haven road and its subsidiaries, but all cor- 
respondence concerning the financial transactions of the New 
Haven R. R. or its subsidiaries. The limitation placed upon 
the accountants of the Commission in the letter from Mr. Mor- 
gan is not in accord with the public statements issued by Mr. 
Morgan in which he said: ‘‘The records of my firm and the 
personal records of my father are still intact. They are avail- 
able and ready for production before any proper tribunal at any 
time.”” This is the offer that we accepted, and you were as- 
signed to examine these records with the understanding set 
forth in the public statement referred to. The limitation as to 
third parties was a limitation fixed by counsel for J. P. Mor- 
gan and was not in the original statement and was not in con- 
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templation by the Commission when the examination was de- 
termined upon, 

You will please advise me whether you have had and are 
having full access to the records of Morgan & Co. and the per- 
sonal records of J. P. Morgan, and whether you are allowed 
to inspect all transactions appearing upon the books of Mor- 
gan & Co. or of J. P. Morgan, Sr., that might throw light upon 
the financial transactions of the New Haven R. R. and its sub- 
sidiaries. If you have had such access, please report to the 
Commission what you have found, and if you have been denied 
such access, please state how and in what way you have been 
so hindered in the examination to which you were assigned by 
the Commission. Very truly yours, 

“C. C. McChord, Commissioner.” 


Hon. C. C. McChord, 
Commissioner, Interstate Commerce Commission, 
Washington, D. C. 

Dear Sir: Replying to your favor 6th and answering ques- 
tions contained therein: 

First. Full access to the records of J. P. Morgan and J. P. 
Morgan & Co. has not been granted to me, such items of ac- 
counts as contain the record of the transactions published in 
their statement addressed to the chairman of the New Haven 
board dated March 4, 1914, have been submitted, and all exposed 
data foreign to the particular transaction under review has been 
covered by papers, and in innumerable instances where the 
name of a third party was involved such information was also 
covered up. 

Second. Whether I have been allowed to inspect all trans- 
actions on the books of J. P. Morgan & Co. relating to the 
New Haven or its subsidiary companies I am unable to state. 

I do not know what accounts are on their books, except the 
few reported in their statement previously referred to, and sev- 
eral deposit accounts, dividend and interest accounts, which 
they voluntarily submitted. 

In review of the correspondence, I can see such letters 
only as are submitted by them, whether they are all the corre- 
spondence on the subject I cannot say, beyond the fact that 
such is their statement. 

Correspondence between J. P. Morgan & Co. and third 
parties on the transactions referred will, as a rule, be referred 
to such parties and their consent obtained before submission 
to me for inspection. J. P. Morgan & Co. do not consider this 
proceeding before a proper tribunal, and it is only before such 
a body or court that a proper submission of data will be ef- 
fected. 

This procedure cannot be dignified by the title of an “in- 
vestigation.’’ No successful investigation can be conducted 
wherein the parties under investigation specify the evidence 
and limitations under which it must be accepted. Alli that I 
could consistently state is that I have seen certain accounts 
and correspondence pertaining to such transactions, substan- 
tially confirming the profits and losses published in their state- 
ment of March 4, 1914. 

Whether such records as I have seen reveal the full story 
of their relations with the New Haven and its related com- 
panies, I have no evidence, beyond the statement of the firm’s 
representatives, that such is the case. 

Yours truly, , 
D. E. Brown, District Accountant. 


(Telegram. ] 
July 10, 1914. 
David E. Brown, 
Hotel McAlpin, New York City. 
Your letter—who representing Morgan & Co.—stated that 
they do not consider proceeding before a proper tribunal. 
Cc. C. McChord, Commissioner. 


(Telegram. ] 
July 10, 1914. 
Cc. C. McChord, 
Interstate Commerce Commissioner, Washington, D. C. 
Your telegram dates statement made by Dwight W. Mor- 
row July 7, who became a member of firm July 1, 1914. 
Brown, District Accountant. 


(Telegram. ] - 
July 11, 1914. 
David E. Brown, 
District Accountant, Hotel McAlpin, New York City. 
In view of the statements made in your report of July 9 and 
your wire of July 10, the commission is of opinion that it is 
useless for you to continue the investigation referred to. You 
will therefore return to Washington. 
c. C. McChord, Commissioner. 


SENATE RESOLUTIONS. 


Resolution in the Senate of the United States, Feb. 7, 1914. 

Resolved, That the Interstate Commerce Commission be re- 
quested to make public the facts in its possession concerning 
the financial transactions of the New York, New Haven & Hart- 
ford Railroad Company, and so far as it may be necessary to 
get additional information to thoroughly cover the subject, to 
reopen the examination of the affairs of that company and make 
a further investigation of its financial transactions with a view 
to ascertaining: 

First. What became of the funds of said company invested 
in the various enterprises and corporations mentioned in the 
opinion of the Interstate Commerce Commission, numbered 
twenty-three hundred and eighty-four, case numbered forty- 
eight hundred and forty-five, entitled “The New England in- 
vestigation in the matter of rates, classifications, regulations 
and practices of carriers,’’ submitted May twentieth, nineteen 
hundred and thirteen. 

. Second. Whether the person or persons authorizing such 
investment of the funds of said company and the person or 
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persons receiving the benefit thereof are liable to punishment 
under existing laws. ‘ 
Third. Whether under existing law such funds so invested 
can be recovered on behalf of the stockholders of said company. 
Fourth. What legislation, if any, is necessary to prevent 
the recurrence of similar transactions. 


Resolution in the Senate of the United States, June 24, 1914 

Resolved, That the evidence taken by the Interstate Com- 
merce Commission, pursuant to §. Res. 260, concerning the 
financial transactions of the New York, New Haven & Hart- 
ford Railroad Company, together with the report of the Inter- 
— Snares Commission thereon, be printed as a Senate 
ocument, 


NEW DECISION 


THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. 0. 


The New Haven’s reputed subsidiary, the Pacific 
Navigation Co., which operates the steamers Yale and 
Harvard between San Francisco, San Pedro and San 
Diego, achieved a victory on Thursday when the Com- 
mission, speaking through Commissioner Meyer, handed 
down an opinion in its complaint against the Southern 
Pacific, Atchison and others, which was that those com- 
panies discriminate against it and in favor of the Pacific 
Coast Steamship Co. and the San Francisco & Portland 
Steamship Co., in that they make through route and joint 
rate arrangements with the companies mentioned and 
refuse to make them with it. The Commission so holds. 
Its order is that the respondent railroads make such ar- 
rangements not later than November 1 and continue them 
for two years. 

Commissioner Meyer, in his report, points out that 
the complainant refused to say who owns the Yale and 
Harvard, on the ground that it does not want to place in 
the hands of its water competitors and the Southern Pa- 
cific and Atchison, the private affairs of its business. The 
ships have been on the Pacific coast since December, 1910, 
when, according to the allegation in the government’s suit 
for the dissolution of the New Haven, that company caused 
the Metropolitan Steamship Co. to transfer them to the 
Pacific Navigation Co., a New Jersey corporation, after 
each of the ships had been mortgaged to the Pacific com- 
pany, a Connecticut corporation, for $750,000. 

The complaining company has through routes and 
joint rates with the Western Pacific and the San Pedro- 
Los Angeles & Salt Lake. The Southern Pacific and the 
Atchison objected on the ground that they have their 
own rails between Los Angeles and San Francisco. As to 
that the decision says they may be required to make the 
desired arrangements under section 15; that they are vio- 
lating section 3 in that by maintaining through route and 
joint rate ararngements with the water line competitors 
of the Pacific Navigation Co. and refusing such arrange- 
ments with it, they are refusing equal facilities for “for- 
warding passengers and property” and an “interchange of 
traffic’ in general. They are also discriminating against 
the Yale and Harvard by accepting from the competing 
boats, as divisions of joint through passenger fares, less 
than their local fares between Los Angeles and San Fran- 
cisco, while requiring passengers desiring to travel on the 
Yale and Harvard to pay the full local fare. 

The report, after calling attention to the fact that the 
law was changed in 1910 so as to eliminate that part of it 
which limited the power of the Commission to order 
through routes and joint rates only to such instances 
where no satisfactory through route existed, makes this 
significant declaration: 

“If rail carriers are permitted to choose the particular 
boat lines with which they will establish through routes 
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and joint rates, they will be able to dictate who shall 
operate on the water and who shall not, for a boat line 
which is accorded a monopoly of the through rail-and- 
water traffic will soon be able to drive its competitors 
out of business. The spirit of the Act to regulate com- 
merce is to maintain the freedom of our ports and to allow 
boat lines to engage in traffic upon equal terms. To per- 
mit the rail carriers serving a port to favor one boat line 
or another would destroy the freedom of competition be- 
tween boat lines which the act is intended to preserve, and 
would practically close ports to all but the favored ves- 
sels.” 


SUSPENDED TARIFFS 





THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. C. 


July 15, issued August 8, in I. & S.. No. 450, the 
Commission further suspended from August 29 until 
February 28 Chicago, Milwaukee & St. Paul I. C. C. 
No. B-2459. - The tariff increased charges on freight in 
carloads switched between points located on the Chi- 
cago, Milwaukee & St. Paul at Milwaukee, Wis., the 
operation of which was suspended from May 1 until 
August 29. 

The Commission has changed the effective date of 
its order in I. & S. No. 321, involving rates from Vir- 
ginia coal mines, from August 8 to September 1. It 
was dated June 13 last. 

August 7, by nineteenth supplemental order in I. & S. 
No. 414, the Commission suspended until November 12 
next schedules in the following tariffs: 

Atchison, Topeka & Santa Fe—Sup. 18 to I. C. C. 
No. 6138, effective Aug. 21, 1914. 

New York, New Haven & Hartford—Sup. 3 to I. C. 
C. No. F-1351, effective Aug. 23, 1914; I. C. C. No. F-1423, 
effective Aug. 11, 1914. 

F. S. Davis—Sup. 9 to I. C. C. No. 2, effective Aug. 
15, 1914. 

R. H. Countiss—Sup. 12 to I. C. C. No. 978, effective 
Aug. 15, 1914. 

The schedules cancel joint class and commodity 
rates to and from points located on the Moshassuck Val- 
ley Railroad, which would result in an increase in rates 
on such traffic. 

July 15, issued August 7, in I. & S. No. 449, the 
Commission further suspended from August 29 until 
February 28 Sup. 2 to Hinton’s I. C. C. No. A-83. The 
supplement increased rates on clay, in carloads, from 
points in Georgia to New York, N. Y., Boston, Mass., 
and interior points via rail and water, the operation of 
which was previously suspended from May 1 uniil 
August 29. 

July 28, issued August 7, in I. & S. No. 502, the 
Commission suspended until December 20 schedules in 
the following tariffs, which were to become effective 
August 15, except as otherwise indicated: 

The Baltimore & Ohio—Sup. 38 to I. C. C. No. 
9738. 

The Chesapeake & Ohio—Sup. 16 to I. C. C. No. 
4303, effective Aug: 24, 1914; Sup. 18 to I. C. C. No. 
4947, 3 

New York, Philadelphia & Norfolk—Sup. 6 to I. C. 
C. No. 2529; Sup. 10 to I. C. C. No. 2532; Sup. 10 to 
I, C. C. No. 2538. 


Pennsylvania Railroad; Northern Central; Philadel- 
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phia, Baltimore & Washington; West Jersey & Seashore 
—Sup. 43 to G. O., I. C. C. No. 929; Sup. 8 to G. O, 
I. C. C. No. 1488; effective Aug. 16, 1914. Sup. 18 to 
G. O., I. C. C. No. 2196; Sup. 5 to G. O., I. C. C. No. 
3402; Sup. 6 to G. O., I. C. C. No. 3403; Sup. 6 to G. O., 
I. C.. C. No. 3486; Sup. 10 to G. O., I. C. C. No. 3693; 
Sup. 1 to G. O., I. C. C. No. 3694; Sup. 2 to G. O., I. C. 
C. No. 3806; Sup. 3 to G. O., I. C. C. No. 4027; Sup. 1 
to G. O., I. C. C. No. 4246; effective Aug. 16, 1914. Sup. 
6 to G. O., I. C. C. No. 4404, effective Aug. 12, 1914; 
Sup. 8 to G. O., I. C. C. No. 4485, effective Aug. 12, 1914; 
Sup. 7 to G. O., I. C. C. No. 4486. 

Philadelphia & Reading, Atlantic City Railroad, Wil- 
liams Valley Railroad—Supplement No. 18 to P. & R. 
Ry. Order, I. C. C. No. J-2610. ; 

Philadelphia & Reading, Atlantic City Railroad, the 
Gettysburg & Harrisburg, Williams Valley Railroad— 
Sup. 8 to P. & R. Ry. Order, I. C. C. No. J-1900; Sup. 
8 to P. & R. Ry. Order, I. C. C. No. J-2158; Sup. 4 to 
P. & R. Ry. Order, I. C. C. No. J-8827; Sup. 7 to P. & R. 
Ry. Order, I. C. C. No. J-4630. 

Philadelphia & Reading, Atlantic City Railroad— 
P. &-&. -Ry., 1.-C.. CC. Me. 35-4716, 

Richmond, Fredericksburg & Potomac; Washington 
Southern—Sup. No. 6 to I. C. C. No. 797; Sup. No. 5 
to I. C. C. No. 870. 

The suspended schedules change rates between New 
York, N. Y., Philadelphia, Pa., and other northern points 
and the following points in Virginia: Fredericksburg, 
Acco, Richmond, Petersburg, Norfolk, Fortress Monroe, 
Hampton, Old Point Comfort, Portsmouth, City Point, 
Hopewell, Newport News, Soldiers’ Home and Phoebus. 
The present class rates between these points are gov- 
erned by the Southern Classification. The suspended 
schedules provide for the application of the Official 
Classification on traffic moving between these poin's, 
which results in a number of increases and some reduc- 
tions. It is understood that the proposed change is made 
to remove discriminations protested against in Docket 
No. 6052, Sub. 1, Chamber of Commerce of Washinstou, 
D. C., et al. vs. Baltimore & Ohio R. R. et al. For ex- 
ample, in that case attention was called to the fact 
that less-than-carload shipments of paint in oil, in tin 
cans or tin pails, loose, from New York to Washington, 
were charged for on a basis of 74 cents per 100 pounds 
under the Official Classification, while under the appli- 
cation of the Southern Classification such shipments 
were charged for on basis of 23 cents per 100 pounds, 
less carloads, from New York to Richmond, Va., and 
that the less-than-carload rate on soap fro mNew York 
to Washington is 27 cents, under the Official Classifica- 
tion, while the rate to Richmond under the Southern 
Classification is 14 cents per 100 pounds. 

August 5, by first supplemental order in I. and S. No. 
475, the Commission suspended from August 15 until 
December 13 schedules in the following tariffs: 

The Pittsburgh & Lake Erie—Sup. 6 to I. C. C. No. 
1458, Sup. 4 to I. C. C. No. 1508. 

The schedules increased rates on bituminous coal 
from points on the Pittsburgh & Lake Erie to Wilmington, 
Del., Philadelphia and Baltimore, on traffic destined to 
points beyond. The present rate, for example, from 
Morgantown, W. Va., to Philadelphia, is $1.75 per gross 
ton and the proposed rate is $1.82, the destination of 
which is inside the Delaware Capes. The same increase 
is made in rates to Wilmington, Del,, on like traffic, and 











. ae i ee | ie ae; te 


yy >, Sf rH. FF 


oo 


rh Tr 


Th 


August 15, 1914 


to Baltimore, on traffic destined inside the Chesapeake 
Capes. 

August 1, by first supplemental order in I. and S. No. 
495, the Commission suspended from August 18 until 
November 25 schedules in the following tariff: ; 

Boston & Albany—Sup. 30 to I. C. C. No. 4500, Sup. 
5 to I. C. C. No. 5788. 

The schedules increased rates on printing and other 
kinds of paper in less than carload quantities from sta- 
tions located on the Boston & Maine to New York and 
other points. By an order previously entered in 
the same docket, the Commission suspended until the 
same date like increases in tariffs of the Boston & Maine 
and New York, New Haven & Hartford, these increases 
amounting to from 6 to 16 cents per 100 pounds. 

August 10, in I. and S. No. 506, the Commission sus- 
pended from August 13 until December 11 all schedules 
in Supplement No. 2 to Oregon Short Line I. C. C. No. 
1914, excepting the schedules of rates and charges set 
forth under commodity description, “Hay and Straw,” on 
pages 4 to 9, inclusive, thereof. The schedules cancel 
joint through rates on grain and grain products from 
points on the Oregon Short Line and the Butte, Anaconda 
& Pacific to all points in California south of Los Angeles 
located on the Atchison, Topeka & Santa Fe and the 
Pacific Electric. Application of combination rates on 
grain in carloads from Boise, Ida., to Santa Monica will 
result in an increase of 714% cents per 100 pounds, the 
present through rate being 50 cents. and the proposed 
combination rate being 571% cents. Rates to other des- 
tinations are affected in a like manner. 

June 15, issued August 15, in I. and S. No. 432, the 
Commission further suspended from August 13 until Feb- 
ruary 13 increased proportional class rates to and from 
Mississippi River crossings applicable on traffic origi- 
nating at or destined to points east of the Indiana-Illinois 
line and originating at or destined to points beyond Mis- 
sissippi River crossings, the operation of which was sus- 
pended originally from April 15 and May 7 to August 13. 

June 15, issued August 12, in I. and S. No. 431, the 
Commission further suspended from August 13 until Feb- 
ruary 13 increased class and commodity rates to and 
from Quincy, Ill., Hannibal, Mo., and Louisiana, Mo., and 
points grouped therewith, on traffic originating at or 
destined to points located east of the Indiana-Illinois line, 
which were first suspended from April 15 and May 7 until 
August 13. 

August 13, I. & S. No. 492, involving increased 
westbound lake-and-rail cement rates, was vacated and 
ordered set aside as of August 25. The suspension, or- 
dered July 5, was until November 17. August 13, I. and 
S. No. 445, cotton rates to Pensacola, ordered April 27 
to run to August 29, was vacated as of the last-mentioned 
date, the protest having been withdrawn. 

August 13, by first supplemental order in I. and S. 
No. 502, entered July 28, the Commission suspended from 
August 15 until December 10 schedules in the following 
tariffs: . 

The Baltimore & Ohio—Sup. 30 to I. C. C. No. 9737, 
Sup. 8 to I. C. C. No. 9752, Sup. 9 to I. C. C. No. 11622, 
Sup. 7 to I. C. C. No. 11626, Sup. 9 to I. C. C. No. 11694, 
Sup. 8 to I. C. C. No. 11719. 

The schedules changed rates between New York and 
other northern -points and Richmond and other points in 
Virginia. The present class rates between these points 
are governed by the Southern Classification. The sus- 
pended schedules provide for the application of the Official 
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Classification on traffic moving between these points, which 
would result in a number of increases and some reductions. 

August 13, by second supplemental order in I. and S. 
No. 502, the Commission suspended from August 15 until 
December 10 the tariffs: 

Lehigh Valley—Sup. 2 to Tariff I. C. C. No. B-8800, 
Sup. 1 to Tariff I. C. C. No. B-9153. 

The tariffs increase class rates from New York, N. Y., 
and other points located on the Lehigh Valley Railroad, 
to Richmond and certain other points.in Virginia. 

August 10, in I. and S. No. 507, the Commission sus- 
pended from August 15 until December 13 the following 
tariffs: 

The Missouri Pacific; St. Louis, Iron Mountain & 
Southern—Sup. 7 to I. C. C. No. A-2390. 

St. Louis Southwestern—Sup. 4 to I. C. C. No. 3251, 
Sup. 17 to I. C. C. No. 3252. 

The tariffs cancel joint through commodity rates on 
lumber, in carloads, from points in Arkansas and other 
states, to points in Central Freight Association and Trunk 
Line territories. The application of combination rates 
on and after August 15 would result in increases of from 
1 to 3 cents per 100 pounds. The present and proposed 
rates from several points of origin to Carlisle, Pa., are 
as follows: 

From Present Proposed Increase 
Little Rock, Ark 28 3 
Genoa, Ark 28 2 
Alexandria, La 28 2 


CAR SURPLUSES AND SHORTAGES 


Statistical Bulletin No. 173 of the American Railway 
Association, giving a statement of car surpluses and 
shortages for Aug. 1, 1914, shows that the total surplus 
decreased approximately 29,000 cars in the last two 
weeks, and stood at 198,998, the highest figure for this 
season of the year since 1909. The total surplus July 
15, 1914, was 228,384 cars, and Aug. 1, 1913, was 69,716 
cars, 

The box car surplus decreased approximately 13,600 
cars, the largest part of which decrease was in the 
grain states and on the Pacific Coast. There was a 
heavy increase in surplus box cars on the Canadian 
roads. The difficulty in securing vessels for export 
shipment has doubtless contributed in tying up a large 
number of cars at the ports, it is stated. 

The total shortage Aug. 1, 1914, was 2,333 cars; July 
15, 1914, 1,843 cars; Aug. 1, 1913, 11,261 cars. The short- 
age of 2,333 cars was about 500 greater than on July 
15, but this shortage is trifling in any one group. 


SURPLUSES. 
Coal, gondola Other 
and hopper. kinds. 
82,284 38,378 
93,509 41,953 
91,280 41,506 
8,810 25,445 


Date. 
August 1, 1914 


August 1, 1913 


Coal, gondola Other 
Date. ox. Flat. and hopper. 

August 1, 1914 286 110 

July 15, 1914 ... were 8 411 

July 1,°1914 .... ee 634 139 

August 1, 1913 5,589 1,332 


OHIO COMMISSION UPHELD. 
The Franklin County Court of Appeals has upheld the 
old Ohio state railroad commission in decreasing coal 
rates on the Hocking Valley Railroad from Nelsonville 


to Toledo from $1 to 85 cents a ton. The decrease was 
ordered by the railroad commission before it was suc- 
ceeded by the utilities commission. 
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The Open Forum 


A Department for the Use of Patrons and Friends of THE TRAFFIC WORLD in the Discussion of 
the Topics Which Every Progressive Traffic Man, Whether Manager or 
Clerk, Has to Consider—Contributions Are Welcomed 


“Wenn viner fiir ein Blatt geachrieben hat, so wird er ein guter Freund des Platten.” 


DELANO ON RATE DECISION 


Editor THE TRAFFIC WORLD: 

In reference to the decision of the Interstate Com- 
merce Commission in the 5 per cent rate advance, upon 
which you asked me to express an opinion: In view 
of the fact that I am about to sever my connection with 
the railroad service, it is hardly proper for me to speak. 
In a general way, however, I think it proper for me to 
say that while I do not by any means agree with all the 
conclusions of the Commission, I feel that it is a very 
able opinion and one which I think the railroads involved 
and even those not involved should give heed. 

The decision has a good deal of “meat” in it; it 
makes a good many suggestions in respect to abolition 
of methods and practices, an dif the railroads concerned 
and those in C. F. A. territory particularly, will adopt 
the suggestions they will gain a real and substantial 
benefit. 


F. A. Delano, 
President C., I. & L. Ry 


Chicago, Ill., Aug. 8, 1914. 


CLIFFORD THORNE ON RATE CASE 


Editor THE TRAFFIC WORLD: 

In regard to the advanced rate decision, about which 
you ask me to write, the western states were directly 
concerned in the proposed advances in the through rates 
from the many industrial centers in the East to western 
points, and from the West to the East. An enormous 
traffic moves under these rates to and from the middle and 
western portions of the United States. The western com- 
missions desired a most thorough investigation before 
these advances should be granted. We have had such 
an investigation, and those advances are denied. 

We were also deeply interested in several general 
features of the case, as they would affect a western rate 
case, which we anticipated, and because they would con- 
trol the decision on the through rates, to which we have 
referred. 

President Ripley of the Santa Fe stated, according to 
last Monday’s Chicago Herald: 


The decision was a decided disappointment to all railroad 
men. The Commission appears to have given a fractional part 
of what was asked for and what was proved to be needed. 

‘While I have not studied the decision, the published sum- 
mary sounds to me as if it were a stump speech on the part 
of political aspirants. It is far from being the utterance of a 
judicial body. I cannot see where the railroads interested wilh 
get much relief. 


Mr. Ripley, I think, is entirely correct that the rail- 
roads only secured a fractional part of what they asked 
for; but I do not join with him in his criticisms on the 
Commission. I believe the railroads got all they were 
entitled to. 

The three important results of the case are: 

First, American freight rates will not be raised to 
a higher level. This was the big issue in the case. Six 
months ago, before the cross-examination -of railway pres- 
idents, newspapers and magazines were almost unanimous 


in the demand that there should be a 5 per cent increase. 
To fully realize this, you should examine back files. Com- 
missioners Daniels and McChord favored the general in- 
crease, in their dissenting opinions. 

On the proposition of a general advance in freight 
rates, this was a test case for the entire country. The 
chief grounds relied upon by the railroads, including in- 
creased cost of labor, supplies, and interest charges, are 
substantially the same throughout the nation. 


Peculiar Local Conditions. 

Second, because of peculiar local conditions, advances 
are permitted in Central Freight Association territory, 
composed chiefly of three states. (Illinois is in four or 
more territories, owing to which direction the traffic 
moves.) The railroads may be in need of more revenue 
there. If they are, we heartily approve the action of 
the Commission. We specifically stated to the Commission 
during the trial that we had reached no conclusion on 
that part of the case. So long as through rates were 
not advanced to other territories, that did not concern us. 
This territory, where advances are permitted, handles 
less than one-third of the traffic in Official Classification 
territory... And most of that third is probably through 
traffic, on which advances are forbidden. Of the re- 
mainder, advances are forbidden on coal, coke and other 
commodities, which constitute, it has been estimated, 35 
per cent of the said intra-territorial traffic. Consequently 
this advance is a small portion of the case, and that part 
we did not oppose. 

Third, special services rendered favored shippers for 
little or no consideration, must be paid for. We heartily 
joined with special counsel for the Commission in favor- 
ing the elimination of these unfair practices, whether 
the general advance was granted or denied. They con- 
stitute a modern form of rebates, nothing more, nothing 
less. 

In the text of the decision the Commission says: “In 
view of a tendency toward a diminishing net operating 
income as shown by the facts described,” it finds the 
same inadequate. On a preceding page, the Commission 
gives a table showing the net operating income for all 
the railroads in the territory during the last year, 1913, 
to be $337,000,000, as conipared to $209,000,000 for 1900, 
an increase of more than 60 per cent, and it is greater 
in 1913 than for any preceding year, with only one ex- 
ception, 1910. During the past five years the average 
also has been greater than during any other similar 
period in their history. 

It is probable, from reading the context, that the 
Commission intends the statement to be “a diminishing 
ratio of net operating income to property investment.” 

The ratio is the significant factor, and not the net 
income by itself. The basis upon which that ratio is 
computed becomes all important. 

Basis for Conclusions. 

The Commission practically adopts, for present pur- 
poses, property investment, as shown by the carriers, as 
the basis for their conclusions. If we had the true prop- 
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erty investment, there could be little grounds for objec- 
tion. But the figure put forward by the carriers in this 
case is their “book value.” Concerning this same factor 
the Commission, in 1908, said that it was a well-known 
fact “that no court or commission or accountant or 
financial writer would for a moment consider that the 
present balance sheet statement, purporting to give the 
cost of property, suggests even in a remote degree a 
reliable measure, either of money invested or of present 
value.” (Annual Report for 1908, page 85.) 

And in this case, just decided, the Commission, quot- 
ing with approval from its 1910 decision, that the question 
to be determined was “whether the net return of the 
carriers upon the value of their property devoted to the 
public service was sufficient,’ makes the following com- 
ment concerning property investment: 

“While the property investment accounts are used 
herein for the purposes of comparison, it must be under- 
stood that they are not accepted by the Commission as 
evidence either of the actual cost or the present value 
of these properties.” 

Concerning our criticism of this so-called “property 
investment” the Commission states: “The criticism made 
by the protestants of the property investment accounts 
of these carriers is well founded; but notwithstanding 
their imperfections, these accounts afford a usable basis 
for a fairly satisfactory study of the course and tendency 
of the returns.” 

The Commission makes no comment upon the criti- 
cism that for comparative purposes it was necessary for 
this so-called property investment to be constructed on 
the same basis during the years compared. The railroads 
admitted that they changed their methods in 1910. 
Prior to 1910 they did _not include in property investment, 
betterments and improvements built out of surplus earn- 
ings. After 1910 they have included these. Mr. Bunting 
of the Pennsylvania testified to this. On the Pennsyl- 
vania, it was admitted by the president of that company, 
the increase in property investment since 1910 has been 
$200,000,000, and $170,000,000 of this has been out of sur- 
plus earnings. The tremendous importance of this in 
any comparison is apparent. Either additions and better- 
ments out of surplus would be included for both periods 
compared, or else they should not be in either one. Cer- 
tainly, it is inexcusable to have it one way in one period 
and the other way in the other period. This, of course, 
injects the whole problem of surplus earnings. No final 
tabulation of the net effect of this on all systems was 
made in the trial or in the opinion. 


Burden on the Carriers. 


We did not do this for two reasons, first, because of 
lack of facilities at our disposal, and second, we felt the 
defect descriebd was so fatal, it threw the burden back 
upon the carriers to produce the corrected figure. 

The situation works no hardship at present, how- 
ever; because the Commission has not committed itself 
to the use of this book value or so-called “property in- 
vestment” as evidence of value, and, further, for the 
simple reason that results are what count. 

Even as to this part of the case, we probably can- 
not take valid exception to the decision of the Commis- 
sion, when the opinion expressly says the criticism of the 
so-called property investment is well founded. So far 
as the outcome of the case is concerned, actual results 
secured, of course, I am well pleased. 

The real question of interest now is, not who wins 
or who loses, but what will be the probable effect of the 
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decision on the shipping public, and on the railroads. 
There will undoubtedly follow a reorganization of the 
rate schedules in C. F. A. territory, and many hearings 
as to special services and free services. The elimination 
of free services without charge is entirely different from 
making charges for services already adequately cared 
for in the rates. To justly discriminate between these 
two will require careful analysis. The Commission has 
wisely set down important services of this character for 
separate investigation. It is up to the shippers to make 
their case, if they have any. 

Were it not. for the world crisis, it would be inter- 
esting to follow market prices on railway securities dur- 
ing the next few months. It is my belief that the findings 
of the Commission as to the prosperity of the trunk 
lines and their lack of need for advanced rates will 
strengthen their credit. Several months ago our papers 
were flooded with startling statements about a crisis 
facing these railroads. This, I believe, has alarmed other 
business, as to dangers incident to public regulation, that 
do not exist. 

Finds No Crisis. 


The Commission finds there is no crisis in the con- 
dition of the New York Central, Pennsylvania or Balti- 
more & Ohio systems, and, further, if the capitalization 
of the “Erie were not in excess of the average per mile 
of these three great systems traversing practically the 
same territory, the net corporate income of the Erie 
for the fiscal year 1913 would have provided its stock- 
holders with ample dividends, leaving an abundant ‘margin 
of safety,’ which the carriers are asking for in this pro- 
ceeding;” and further the Commission finds “there is no 
crisis in the condition of the railroads in Official Classifi- 
cation territory, taken as a whole;” and that, while some 
are facing financial difficulties and are in the hands of 
receivers, these are “certainly not typical of the whole 
territory. Most of the roads in Trunk Line territory are 
distinctly prosperous.” And the poor condition of certain 
roads in the other two territories is not due to their rates. 

Summing up the rulings as to rates, the Commission 
says: 


_ We find that the financial condition of the trunk line car- 
riers does not warrant a general increase of freight rates and 
shall also show that the needs of the New England lines are 
being cared for locally. The carriers failed, to prove either that 
the existing rates in Trunk Line or New England territories 
are too low or that the increased rates proposed for those ter- 
ritories would be just and reasonable rates. Nor have they 
proved that the existing inter-territorial rates in Official Classi- 
fication territory are too low or that the proposed increases in 
those rates would be just and reasonable. 

I cannot tell what effect the decision will have on the 
Western Rate case. It is quite probable that the carriers 
will abandon all efforts to secure a general 10 per cent 
advance, which would involve in the West approximately 
$70,000,000 a year; and that they will confine their at- 
tention to other parts of the case, as recently outlined, 
some parts of which they may be entitled to, and other 
parts they are possibly not entitled: to, and will never 
get. I am content to leave it to the Commission to settle, 
after a thorough presentation of both sides, by repre- 


sentatives of the public and of the railroads. 


Fair to the Railroads. 


All of us want to be fair to the carriers. It is simply 
a question of what are the facts. Notwithstanding the 
criticisms by Commissioners McChord and Daniels, in 
their dissenting opinions, I thoroughly believe that the 
denial of the petition of the carriers for a general raise 
in freight rates in the present case was just. 

I believe the issue that the railroads have been strug- 
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gling for during the past five years may now be consid- 
ered settled, and that American freight rates will not be 
raised to a higher level. Whenever distress exists, it 
will be found, I believe, that other factors are the chief 
contributing causes. Where this is not true advanced 
rates will be permitted. 

It is our sincere hope that our transportation com- 
panies shall continue to grow and prosper. Anyone who 
thinks we have been starving American railroads should 
pause to consider that the rewards have been adequate 
to attract sufficient capital to build the greatest system 
of railroads on earth. 

One important result of the present case will be to 
challenge attention to the basic and far-reaching impor- 
tance of the national appraisal now in progress. That 
goes to the very heart, the center, of such cases as this 
one, just closed. 

In the 1910 eastern advanced rate case the return 
on capitalization outstanding was the chief factor con- 
sidered, although in the western case, decided at the 
same time, it was declared that the Commission “could 
not accept capitalization as representing either invest- 
ment or value.” In the present case a so-called “property 
investment” is used; but the Commission hastens to add 
that is not “evidence either of the actual cost or the 
present value of these properties.” In the national valu- 
ation, now in progress, the Commission must find not 
only the original cost, and the cost of. reproduction, but 
must determine the present value of our railroad prop- 
erties, taking into consideration those and all other essen- 
tial factors. That appraisal will lay the basis for freight 
and passenger rates, both state and federal, for genera- 
tions to come. It is well that the shipping and con- 


suming public should be thoroughly advised of that fact. 
The railroads have already awakened to its stupendous 
importance. 


Clifford Thorne, 
Chairman Iowa Railroad Commission. 
Des Moines, Ia., Aug. 7, 1914. 


SOME REFORMS SUGGESTED 


Editor THE TRAFFIC WORLD: 

There is one thing I wish your paper would take up, 
and that is the matter of having the examiners for the 
Commission, who, as we all know, make reports to the 
Commissioh of each case which they hear, prepare such 
reports as the master in chancery does, or upon. that 
line, and submit the same to the respective parties at 
interest. This would stimulate every examiner to use 
great care, because exceptions to such reports would then 
be filed with the Commission, and it would develop the 
best among the examiners and would enable the Commis- 
sion to obtain the best service and would enable the 
public to get the best service. It must be patent that 
the Commissioners cannot read the record in the mul- 
titude of cases coming before them, and this is a grow- 
ing difficulty. I made this suggestion to the Commission 
in the course of an argument some time last year, or, 
rather, this year, and the matter has been talked over 
by those who have cases before the Commission, and I 
have yet to find a man who practices there, either for the 
shippers or the railroads, who is not anxious to have 
this reform. It is extraordinarily important. 

Another reform in procedure which to my mind seems 
imperative is that when the Commission is called upon 
to suspend a tariff, which is always in the first instance 
submitted to the Suspension Board, the request for sus- 
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pension be submitted to the carriers, and that the reply 
of the carriers, where they object to the suspension, be 
submitted to such interested parties as have made ap.- 
plication for the suspension, and that the ground upon 
which the suspension board acts as a basis of its rec- 
ommendations to the Commission be submitted to both 
sides. 

Another reform is that wherever the Commission has 
suspended a tariff for the 120 days which is the limit 
of the first suspension, the railroads shall not be per- 
mitted within that period to file tariffs which shall take 
effect on the date that the suspension expires or imme- 
diately thereafter;. but that as soon as the Commission 
shall have ordered a hearing, it should as a matter of 
course order a further suspension—that is to say, if 
the Commission shall not have been able within the 120 
days to set the matter down for hearing, that it should 
be the duty of the Commission to grant a further sus- 
pension without application on the part of the shippers, 
This suggestion is made on account of the fact that, I 
am informed, it has been the practice of certain 
traffic organizations, notwithstanding the order of the 
Commission’s suspending the previous tariffs, to print 
and file additional tariffs to take effect after the suspen- 
sion expires, and it therefore keeps the shippers’ rep- 
resentatives constantly on the lookout in such cases to 
see that the Commission makes the further suspension 
where they do not set it down for hearing previous to 
the expiration of the 120 days or else the new tariffs 
that are filed, oftentimes without the shippers knowing 
anything about it, will go into effect. 

Furthermore, since it is a fact that the business of 
the Commission, as it relates to the public, must largely 
be performed through its different boards, the action of 
those boards ought to be just as public as the action 
of the Commission. Of course, it may be that the Com- 
mission often wishes to confer and consult with the mem- 
bers of these boards and its employes without making 
that matter public, which is entirely proper, but wherever 
the board makes a recommendation for the Commission’s 
action, it ought to be laid open to the interested parties 
so that they may know what it is that the Commission 
acts on, in order that they may reply to such statement 
as may be made, and that they may controvert the same, 
either with respect to the matter of fact or as to the 
advisability of the action which they determine to take, 
or with respect to any point of law. None of this could 
in anywise interfere with any prerogative of the Com- 
mission and would tend to the improvement of the serv- 
ice and tend to bring about that public action which every 
interested party is entitled to. 

S. H. Cowan. 
Fort Worth, Tex., Aug. 6, 1914. 


INCREASED RATE CANCELLATION. 


The Baltimore Steam Packet Co. is the first carrier 
to comply with the order of the Interstate Commerce 
Commission directing that five per cent increase tariffs 
be canceled. The canceling tariff shows the rates that 
have been in effect as the ones that are to continue. It 
is all, of course, a mere matter of routine, made neces- 
sary to keep the record straight. The theory is that 
when the higher rate tariffs were filed they became the 
rates of the issuing carrier and would so continue until 
the investigation ordered in connection with the suspen- 
sion of the tariffs came to an end. When the cancellation 
tariffs become effective, the old rates will be the only 
ones on the record. 
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ADVANCED RATE DECISION 


President Wilson of the N. I. T. L. Discusses 
the Case—Has Praise for the Commission 





(Speech of President H. G. Wilson at the banquet, August 13, 
held in connection with the summer meeting of the National 
Industrial Traffic League in Boston this week.) 


For many months the country has been eagerly look- 
ing for a decision by the Interstate Commerce Commis- 
sion in the eastern advance rate case; very strong pres- 
sure has been brought to bear on that body to hurry 
the announcement of its conclusions. Representatives of 
many great industrial and financial concerns have urged 
expedition by the Commission, on the grounds that a 
quick favorable decision was necessary to restore con- 
fidence of the investing public, and for the purpose of 
speeding up the business world generally. 

While the decision has just recently been handed 
down, the country at large has again learned the futility 
of attempting to either hurry this body to a decision in 
any matter, particularly one of such magnitude and in- 
tricacy of important detail, or to influence that body to 
any departure from its sworn line of duty. It should 
be a source of gratification and congratulation to the 
whole business world to know that this Commission, semi- 
political as it is, will not be stampeded into hasty con- 
clusions, nor unduly influenced by artificially created sen- 
timent, nor swerve one iota from its duty clearly defined 
under the law. The Commission is an administrative 
body—the most important in the land—with its powers 
and duties clearly defined, and it purposes to remain so. 
President Wilson and his two predecessors, ex-Presidents 
Taft and Roosevelt, have just cause to be proud of the 
men they have selected to comprise this Commission. 

The scathing, although dignified, rebuke administered 
by the Commission to those interests who sought by the 
very pressure of letters, telegrams and resolutions of 
different organizations to unduly influence the action of 
the Commission or cause it to decide the case prior to 
the completion of its investigation of all the facts as 
required by law, should be a lesson to all men hereafter, 
to the end that they should aid the Commission in getting 
at the fact, and not hamper it by sheaves of communi- 
cations presenting only artificial sentiment. 


A Guarantee of Justice. 


I am pleased to view the action of the Commission, 
throughout the conduct of this case, as a sure guarantee 
that all the public, and this includes the railroads, will 
get full justice at the hands of this body, and that there 
is no danger of its going astray after false gods. This 
is all that business needs, a careful, comprehensive in- 
vestigation of the fact, with a conclusion founded thereon. 
The foregoing does not necessarily’ mean that I agree 
with all the findings of the Commission in this case, but 
only that I feel safe in assuming that this body cannot 
be forced or coerced into deciding any cause without a 
comprehensive investigation, and then its decision can be 
relied upon to be in accord with the facts brought out 
therein. 

Notwithstanding there are two dissenting opinions in 
this decision, the fact stands out prominently that the 
Commission is unanimous in the opinion based on the 
record that the carriers need more revenue—the chief 
point of the dissenting Commissioners is that the same 
facts which controlled the majority to award the increase 
to the Central Freight Association lines applies with 
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equal force to the lines in the Trunk Line Association, 
and that it is unfair to place the burden on the commerce 
of the former, and, based on some knowledge of the 
record, and the opinion of the majority, I must agree 
with the dissenting Commissioners, that the increase, if 
aHowed, should have applied to the whole and not a part 
of the territory. 

The conclusion of the Commission is based largely, if 
not entirely, on the “net operating income,’ sometimes 
called “operating profit,’ which is found to have been 
shrinking for several years in its relation to property 
investment; also that the ratio of operating expenses 
has been increasing. There is litthe in the report to 
indicate that operating expenses have been more than 
superficially investigated, and if they had been the result 
might have been the same, but greater weight seems to 
have been given the relation of net operating income to 
property investment. 


Fault With the Public. 

































I am not finding fault with the Commission, nor with 
the carriers for emphasizing this point, but with the 
public and representatives of shippers, who should have 
been before the Commission in this case, as they were 
in the 1910 investigation, during which no fact was too 
insignificant to be presented and weighed that had any 
pearing whatever. 

Some operating expenses, of course, are beyond the 
exclusive control of the carriers, but many of them are 
entirely within their control, and, of course, the greater 
the ratio of operating expenses to gross revenue, the 
smaller will be the net operating income, and as neither 
of these items has anything to do with the fixing of 
property investment, naturally a smaller net operating 
income will bear a different relation to the property in- 
vestment than will a larger one. 

' Except for the fact that net operating income must 
come from rates, and dividends and interest must come 
from the former, there is little direct connection between 
the three. There is, of course, a direct connection be- 
tween rates and operating income, but rates and net 
operating income should only be considered with oper- 
ating expenses. 

It is barely possible that if the country had not been 
divided in sentiment about the propriety of this proposed 
increase, facts might have been presented that would 
have resulted in a different conclusion. 

The country was divided on this question, to an ex- 
tent that, except for the work of a few state commis- 
sions whose labors were largely, if not entirely, left to 
the direction of one individual, the protest against in- 
creases was made only by the individual shipper, and 
it is significant that as to such rates they have been 
almost totally denied. 






































Operating Expenses. 






I do not mean to say and do not wish to be under- 
stood as meaning that no advances whatever should 
have been allowed, but merely that if the shippers gen- 
erally had not been divided by an arbitrarily created 
false sentiment, they would have been before the Com- 
mission here in an organized effort and have shown the 
fact as to operating expenses, and, of course, the result 
might still have been the same, because it may well be 
that all legitimate operating expenses have legitimately 
increased to such an extent that there is too small a 
margin between gross revenue and cost of producing the 
transportation. But'I doubt if the whole public will rest 
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satisfied until these questions are settled after an in- 
vestigation which includes all the intricate details of 
operating costs. 

The Commission has well said that this great ter- 
ritory of the Official Classification produces the manu- 
factures of the country, and it is well known that there 
are many goods of similar nature produced in each of 
the three subdivisions of this territory, and to say that 
the producer in one section shall have to pay an in- 
creased transportation cost seems at least to be putting 
an undue and unreasonable burden on him, and looks 
very much like doing, by Commission order, that which 
the Commission is .created to prevent. 

Many of the suggestions made by the Commission as 
to how carriers may increase their revenues without ad- 
vancing rates are worthy of most careful consideration 
and no doubt will, to some extent, be attempted. Some 
of these suggestions, I fear, portend great danger to 
commerce, and these are the ones that will most likely 
first be tried. The freight car efficiency suggestion, for 
instance, will have a tendency to increase the minimum 
carload weight on many articles, which it is utterly im- 
possible,- from a commercial viewpoint, to do. Unfor- 
tunately, cars of a maximum capacity are the tendency 
of builders and railroad operators, yet the ability to pur- 
chase in maximum quantities still rests and always will 
rest in the large centers; an insistence on maximum 
capacity in such cases will tend to make the large cen- 
ters larger and localize the effort and energy of the 
smaller places. 


Special Service Suggestions. 


Several of the suggestions under the general term 
of “special services” are undoubtedly transportation, and 
the public might be deprived of a right for which it is 
already paying, and so with many other of the suggestions. 

There is, of course, no serious objection on the part of 
any reasonable shipper to have all these matters care- 
fully examined by this Commission, and whenever it is 
found that services are being performed that are not a 
part of transportation, free or at charges that are not 
compensatory, then let the reasonable charge be fixed, 
because no reasonable business man will object to paying 
a reasonable price for an extra service; on the contrary, 
practically all shippers feel that in such circumstances 
the carrier not only ought not to be allowed to do that 
service free or at less than cost, but he ought to be re- 
quired to make a reasonable charge therefor. 

In arriving at the operating ratio it seems absurd 
that carriers should be permitted to include in operating 
costs any amounts paid out as penalties for violating the 
law, and yet that has apparently been permitted to the 
extent of many hundreds of thousands of dollars. 

Free transportation of passengers in Central Freight 
Association territory alone, as represented merely by trip 
passes, was found to be equal to more than eighteen 
million dollars in one year, without considering that free 
travel represented by. annual passes, which must be con- 
siderably in excess of the trip pass travel. 

It may be said that this does not represent an outlay 
of actual money by the carrier, and perhaps that is true 
to a large extent, but certainly to carry eighteen, and, 
perhaps, thirty, million dollars of passenger-mile travel 
free must cost the carriers a pretty good round sum, and 
the paying public, both passenger and shipper, is asked 
to pay that cost, whatever it is. 
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Free Transportation. 

Railroads should be permitted to transport their own 
employes free when traveling over their own lines, but 
there is no reason why the A. B. C. line should carry free 
the employes of the X. Y. Z. line. 

The rather liberal] distribution of annual or term 
passes to employes and their families, of foreign lines, 
undoubtedly servces to greatly increase travel and induce 
trips that would otherwise not be made. 

If it was arranged so that annual passes would be 
issued only to the officers of the issuing line, that pass 
to be recognized by foreign lines, by taking record of it 
when so used and billing at regular passenger rates on 
the issuing line, a large amount of unnecessary travel 
would be stopped, and no necessary traveling would be 
interfered with. And trip passes should be confined to 
employes traveling on company business on issuing lines. 

One suggestion which has not been made by the 
Commission in this case, and, if carried out, would save 
more thousands of dollars, is to gradually eliminate the 
elaborate, expensive and unprofitable soliciting depart- 
ments now maintained by lines and places remote from 
the line of roads. These departments are of no value 
to the public and very little to the carriers. 

On the whole, it may be said that the country is 
to be congratulated that this case is concluded. Although 
coming as it did in the midst of more exciting events, 
much of its force has been lost, so far as publicity value 
is concerned, but, notwithstanding that, there is much 
satisfaction for both shippers and railroads; it having 
again been demonstrated that the Interstate Commission 
will adjudicate all questions before it without fear or 
favor and, according to its light, render decisions based 
on the facts presented, the chief concern of the public 
should be to aid the Commission by being there and 
presenting the facts. 


JUNE OPERATIONS 


A partial summary for operations in June on 139 
roads with a mileage of 157,156 made public on August 
12 by the Interstate Commerce Commission continues to 
show the downward tendency of the net revenue per mile 
of road in the country as a whole, and in the three dis- 
tricts, with a larger volume of both operating revenues 
and expenses in the southern than during June, 1913. 
The figures are as follows: 

The net for the country as a whole declined from $343 
to $316 per mile; in the eastern district from $547 to 
$495; in the southern from $245 to $218, and in the west- 
ern from $262 to $251. 

In the southern district the operating revenues rose 
from $25,144,516 to $25,343,705 and the expenses rose 
from $18,040,473 to $19,008,940. 

For the twelve months of the fiscal year the net de- 
clined in the country as a whole from $4,280 to $3,738; 
in the eastern district from $6,442 to $5,237; in the south- 
ern district from $3,216 to $3,149, and in the western 
from $3,443 to $3,114. 


A CORRECTION. 

On page 15 of the Daily Traffic World and Traffic 
Bulletin of Aug. 3, 1914, in which was printed the 
decision of the Interstate Commerce Commission in 
the 5 per cent rate case, there was a table headed 
“Freight and Passenger Operating Ratios,” in which 
there was an error. The heading over the last column 
in the table was “increase.” It should have been “de- 
crease.” 
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TRAFFIC LEAGUE ACTION 


Partial Report of the Meeting of the National 
Body in Boston 


Boston, Mass., August 13.—The meeting of the Na- 
tional Industrial Traffic League in session here is well 
attended and is transacting business steadily. The fol- 
lowing report of the committee on refused and unclaimed 
L. C. L. freight was adopted: 

“Under the revised code of storage rules adopted by 
the American Railway Association, and approved by the 
Interstate Commerce Commission, there is a provision that 
shipper shall be notified in the event of the refusal of 
shipment at destination, or when carrier for some other 
reason is unable to deliver. The rule referred to reads 
as follows: 


Where shipments have been plainly marked with the con- 
signor’s name and address, preceded by the word “‘From,”’ notice 
shall be immediately sent or given consignor of refusal of L. C. 
L. Unclaimed L. C. L. shipments will be treated as refused 
after fifteen calendar days from expiration of free time. 


“Our attention has been called to cases where ship- 
ments have been sold for charges without notice to the 
consignor so he might protect his interest in the property. 
This rule will undoubtedly reduce losses occasioned 
through goods being refused by the consignee, or being 
left on hand at destination unclaimed, and will enable 
shippers to arrange for disposition before a large storage 
bill accrues. 

“The importance of showing the shipper’s name on 
all shipments by freight is apparent; it is, therefore, rec- 
ommended by your committee that our members urge 
all shippers to adopt the practice of marking all shipments 
by stencil—where stenciling is practicable, using one of 
the following forms: 


From John Doe & Co., 500 Broadway, New York. Please 


advise promptly if unable to deliver. 
f this’ plackage should go astray: or not be delivered 
promptly, notify John Doe & Co., 500 Broadway, New York. 


“Where tags are used the same form to be printed 
upon the tag.” 





Storage and Demurrage. 


The following report of the special committee on 
graduated storage and demurrage charges was referred 
to a joint committee of the legislative and demurrage 
committees, to report at the next meeting: 

“In December, 1913, the Interstate Commerce Com- 
mission handed down a decision (I. and S. Docket No. 281, 
involving storage charges in New Orleans, 28 I. C. C. 
Rep. 605) approving the theory of graduated storage 
charges. This decision affirmed the position taken by the 
Commission in previous cases, among which may be cited 
the Pittsburgh Produce cases, 14 I. C. C. Rep. 170, 16 
I. C. C. Rep. 116, 21 I. C. C. Rep. 458, and the New York 
Hay case, 14 I. C. C. Rep. 178. In all of these cases the 
defendant railroads had publised tariffs providing for the 
imposition of storage charges which increased in amount 
the longer shipments were held in warehouses or cars. 

“At a meeting of the executive committee of the 
League held in Chicago shortly after the last decision 
was rendered. this subject was discussed at some length, 
with the result that a special committee was appointed 
to investigate the right of the carriers to impose such 
charges as well as the right of the Commission to pre- 
scribe them. A thorough investigation has been made 
and the committee begs leave to submit the following 
report: 

“In order to secure a clear conception of the prin- 
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ciples upon which the theory of these charges is based, 
attention is called to some excerpts from the above deci- 
sions of the Commission: 


It may be true that warehousement in the city of Pittsburgh 
are content with a lower charge for storage services; but the 
railroad does not hold itself out as a warehouse man with re- 
spect to cars on track, 

These track storage rules are drawn with the purpose of 
compelling the prompt unloading of freight. . . A gradually 
increasing pressure is brought to bear to induce the consignee 
to release the car. The charge, therefore, assumes the nature 
of a penalty, and properly so. (First Pittsburgh case, supra.) 

The purpose of a demurrage charge and charges of a kindred 
nature is two-fold. In the first place, they are imposed as com- 
pensation to the carrier for an additional service. . . . The 
demurrage charge is imposed in the second ge as a penalty 
to influence the shipper to promptly unload and release the. 
equipment of the railroad. 

Railroads are carriers, not warehouses. It is no part of 
their duty to furnish store houses in which to store goods which 
they carry. (New York case, supra.) 

It was said that the purpose of this new scale was to induce 
shippers to remove their commodities more promptly from the 
freight sheds, which under the present scale of storage charges 
they were using as warehouses. 

This Commission has repeatedly said that it was no part of 
the duty of a common carrier by rail to furnish warehouses for 
the storage of the articles transported, even though the con- 
eee. of its patrons might so require. (New Orleans case, 

upra. 


“The last paragraph quoted from the decision in the 
New Orleans case is a condensed statement of the foun- 
dation upon which the principle of graduated storage 
charges rest. The carriers claim, and the Commission 
appears to have the same view, that it is not the duty 
of carriers to store freight, and, not being their duty, 
they have the right not only to charge a reasonable com- 
pensation for the service whenever performed but also 
to charge a penalty in order to discourage shippers from 
asking for the service. 


Duty of Carriers to Store. 


_ “Section one of the Act to regulate commerce pro- 
vides (so far as this report is concerned) that— = 


The term “railroad” as used in this act shall include all 
terminal facilities of every kind used or necessary in the 
transportation of the persons or property designated herein, 
and also all freight depots, yards and grounds necessary or used 
in the. transportation or delivery of any of said property; and 
the term “transportation” shall include all cars and other ve- 
hicles and all instrumentalities and facilities of shipment or 
carriage for the use thereof, and-all services in connection with 
the receipt, delivery, elevation and transfer in transit, ventila- 
tion, refrigeration or icing, storage and handling of property 
transported; and it shall be the duty of every carrier subject to 
the provisions of this act to provide such transportation upon 
reasonable request therefor, and to establish just and reason- 
able rates applicable thereto. : 

“It is clear from the above quotation that one of the 
duties of a common carrier under the act is to provide 
storage, whenever storage is incident to shipment trans- 
ported or to be transported. This duty to store is just 
as mandatory as the duty to receive, to.deliver, to elevate, 
to transfer in transit, to ventilate, to refrigerate or ice, 
or to transport, the only condition precedent to any. of 
these duties being that a reasonable request therefor 
shall be made. While it may be that there was some 
question as to the duty of carriers to perform these aux- 
iliary services at common law, there can be no doubt 
about the matter under the federal statute, as the duty 
to store, for example, is mentioned alongside of the duty 
to transport; one is made just as important as the other 
and neither one is made more important than the other. 

“In this connection, it might be stated that, since the 
statute was amended to include these auxiliary services 
as part of the duty of carriers, some important cases have 
arisen regarding them. In the Albree case, 22 I. C. C. 
Rep. 303, 322, the Commission had the ‘following to say 
regarding the duty to furnish refrigeration: > 


In the past there has been much discussion and difference 
of op‘nion -as to the liability of railroads to furnish refrigeration 
service when it was necessary in the carriage of. commodities by 
rail. It is not necessary, nor would it be profitable to review, 
at this time, that discussion, since the whole discussion was 
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laid at rest by the Hepburn amendment of 1906, which, by an 
addition to the first section, included refrigeration in the term 
“transportation,’’ and required carriers ‘to furnish the same 
“upon reasonable request.’”’ Under this provision it is the duty 
of the defendant to furnish this refrigeration service when re- 
quested provided the request is a reasonable one. 


“In the Peavey elevation cases, which are so well 
known that no specific reference thereto will be made, 
the Commission first held that an allowance could be 
given by the railroads for the service of elevation, but 
later reversed itself by holding that railroads must not 
perform this service nor give the shippers any allowance 
for performing it for them. As is well known, these cases 
were taken into the United States courts, where it was 
held that it was the duty of carriers to elevate grain, 
citation being made to the amended act. (176 Fed. Rep. 
409, 426; 222 U. S. 42, 56, Law Ed. 83; 223 U. S. 214, 
56 Law Ed. 171.) 

“It is significant that, before the decision eliminating 
elevation allowances altogether was made, the Commis- 
sion attempted to limit the amount of the allowance or 
elevation rates to the bare cost of the service, although 
the amended Act provided that such an allowance should 
be just and reasonable. The Circuit Court held, and the 
holding was affirmed by the Supreme Court, that a just 
and reasonable charge comprehended something more 
than the cost of the service. In other words, the infer- 
ence to be drawn from the decisions on this point is that 
the charge for any of these auxiliary services should be 
just and reasonable; they should not be less than just 
and reasonable nor more than just and reasonable. 

“The duty to store is given the same prominence in 
the Act as the duty to refrigerate and to elevate and, with 
respect to these two services, it is settled that the charges 
therefor must be just and reasonable. In no place in the 
Act to Regulate Commerce is to be found any provision 
authorizing the railroads or the Commission to prescribe 


rates for any service except as compensation for that 
No provision directly or indirectly authorizes 
the railroads or the Commission to make an arbitrary 
addition to a reasonable rate in the nature of a penalty 
designed to discourage shippers from demanding a service 
to which they are entitled under the law. 


service. 


Conclusions. 

“Your committee is therefore of the opinion that, as 
the theory of graduated storage charges is based upon the 
proposition that it is not the duty of carriers to store 
freight, the graduated storage charges themselves are 
wrong in principle. 

“Being founded upon a misconception of the law in 
its amended form, it is our opinion that these charges 
aré unlawful. As the Act makes it the duty of common 
carriers to store freight, neither the carriers have the 
right to impose nor the Commission the right to prescribe 
charges destined to discourage or eliminate this duty. 
If a carrier has the right to charge unreasonable rates (a 
rate which takes on the nature of a penalty is certainly 
more than reasonable) for a service which for reasons of 
its own does not like to perform, then it has the right 
to charge unreasonable rates for the transportation of cer- 
tain commodities which for reasons of its own it does not 
like to transport. The recognition of such a theory would 
strike down the fundamental idea of a common carrier— 
that is, that it is a governmental agency absolutely re- 
quired to perform the duties prescribed by the law for 
reasonable rates. 

“When a carrier prescribes rates for any service the 
rates must be reasonable from the standpoint of the cost 
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of the service. When the Commission prescribes rates 
for any service the rates must be reasonable with refer- 
ence to the cost of that service. No arbitrary amount 
over and above a reasonable rate can be added in the 
shape of a penalty either by the carriers or the Com- 
mission. If a certain rate of demurrage is just and 
reasonable for the first day which a car is held beyond 
the free time, it is conclusive that a greater rate for the 
second day is unjust and unreasonable at least to the 
extent of the difference between the two. This is true 
for the same reason that rates for transportation should 
decrease per mile with distance. On the theory that 
terminal charges are spread over the entire distance 
which a shipment is transported, the Commission has held 
over and over again (and their decisions have been 
affirmed by the courts) that rates per mile should de- 
crease with distance. This rule is based upon the propo- 
sition that it costs no more to receive and deliver a ship- 
ment which has been transported one hundred miles than 
it costs to receive and deliver a shipment that has been 
transported five miles. The same fundamental reasons 
which make the above statement true substantiate the 
proposition that storage and demurrage charges should 
decrease rather than increase with the length of time 
that these services are employed. The only difference is 
that with transportation, distance is the essence of the 
transaction; whereas with storage and demurrage, time is 
the essence of the transaction. It costs no more to receive 
and deliver a less than carload shipment which has been 
stored in the warehouse of the carrier ten days than it 
costs to receive and deliver a shipment which has been 
stored in the warehouse of the carrier one day. It costs 
no more to switch and otherwise handle a car which 
has been held five days beyond the free time than it costs 
to switch and otherwise handle a car which has been 
held one day beyond the free time. In other words, it is 
the opinion of your committee that these charges should 
be made the same or less for the last day which a ship- 
ment is held beyond the free time as the first day. Such 
is the practice with regular storage and warehouse com- 
panies, as their charges are graduated downward with 
the length of time that their services are employed. 

In the Pittsburgh case, supra, the Commission, after 
approving the particular charges in that case, expressed 
itself as follows: 

Our decision in this case is not to be taken as committing 
us to the general approval of tariff rules of this character. We 
do not find that these track storage charges are unreasonable 
or discriminatory, or otherwise in violation of the law, but it 


must be understood that our ruling is confined to the case 
presented to the Commission. 


“Notwithstanding this statement, carriers all over the 
country are beginning to graduate their charges on these 
auxiliary services which, for reasons of their own, they 
do not like to perform. As authority for thus revising 
their charges, they are pointing to the above decisions of 
the Commission with the view of having the principle 
of graduated charges reviewed before it spreads to other 
services and duties.” 


Other Action. 


The league is reiterating its former advice to ship- 
pers to refrain from tracing freight except in cases of 
evident delay. 

The league has instructed its freight claims commit- 
tee to take up with the accounting officers of the carriers 
the question of extending interline billing, in order to 
overcome double collection of freight charges, many of 
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these resulting from errors in rebilling where shipments 
move over lines of two or more carriers. 

The league is of the opinion that in the case of re- 
shipment by jobbers to retailers of shipments received 
from manufacturers, the shipments being made in original 
package, the classification rule providing for removal 
of old marks should be interpreted to permit such jobber 
to use the marking of the original consignee as that of the 
cousignor in the reshipment by prefixing the word “from.” 


NEBRASKA RATES DECREASED 


The Nebraska State Railway Commission this week 
promulgated an order, to take effect September 6, for 
a 19 per- cent reduction in all class freight rates in 
Nebraska, covering about one-third of the total freight 
traffic of the state, and including about 10,000 items 
in the railroad tariffs. The railroads operating in Ne- 
braska to which the order applies includes the Bur- 
lington, the Union Pacific, the Missouri Pacific, the Rock 
Island, the Northwestern, the Minneapolis & Omaha 
and the Grand Island & St. Joseph. 

As a general basis of rate reduction, the commis- 
sion adopted the distance tariff feature, with certain 
modifications, intended to preserve existing competitive 
conditions among the principal jobbing centers of the 
state. ; 

First-class rates for the distance of five miles or 
less are increased 1 per cent per 100 pounds, but for 
all distances over five miles the rates are lower. The 
starting rate is 14 cents for this class for five miles or 
less. For each additional five miles up to 400 miles 
there will be added 1 cent, and for each additional 
five miles between 400 and 700 miles the rate will be 
decreased one-half of 1 cent. 

Taking first-class rates as 100 per cent, the com- 
mission graded other rates downward as follows: Sec- 
ond, 85 per cent; third, 70 per cent; fourth, 60 per cent; 
fifth, 45 per cent; A, 50; B, 35; C, 30; D, 25, and KE, 17. 

In the provisional order, known as No. 19, orig- 
inally prepared by the commission in 1908, and laid 
aside to await the results of litigation, the starting 
first-class rates were fixed at 12 cents, with five-mile 
differentials of 1 cent up to 200 miles, and one-half 
from 200 to 300 miles, with a fourth from 300 to 600 
miles. The order as adopted further raises the differ- 
ential above 300 miles to 1 cent, and after reaching 
400 to one-half cent. 

The commission’s order also raises fourth, fifth and 
A classes 5 per cent over the schedule prepared in the 
original No. 19 order. Class E is lowered 3 per cent, 
as compared with the original order. Commodity rates, 
which cover 85 per cent of the freight tonnage and 79 
per cent of the gross earnings, are left unchanged. 

It was necessary for the commission to consider 
the effect of a flat distance tariff on inland towns and 
the three big jobbing centers of the state, the inland 
towns opposing the order on the grounds that it would 
open their business to the larger towns. 

Here is what the commission says in summary of 
its order: 

“After seven years of investigation, research and 
conferences, interspersed. with litigation, the state rail- 
way commission announces the new class freight rate 
schedule. The new schedule reduces the class rates 
on intrastate shipments 19 per cent. A careful com- 
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pilation prepared by Rate Expert Powell shows that 
the reduction on intrastate traffic will aggregate $611,- 


000 annually. There will also be a substantial reduc- 
tion on interstate rates, the amount of which it is 
impossible to estimate, but it is probable the total 
reduction will approximate $750,000 annually. 

“The new schedule is a distance tariff. The jobbing 
towns of the state are placed on an equalized basis, the 
purpose of the commission being to preserve present 
commercial conditions so far as it is possible to. do so 
without continuing present inequality or abuses. The 
rates apply to that part of ‘the traffic which moves 
under the classification, and cover about ten thousand 
items, including all merchandise, groceries, agricultural 
implements and many manufactured products. The ton- 
nage affected is about 15 per cent of the total intra- 
state business, but the earnings from this class affect 
30 per.cent of the total freight earnings of the road. 

“The commission found Nebraska towns solidly 
opposed to a rigid distance tariff. As a fitting comment 
on the operation of the rigid distance tariff in Iowa, 
the opinion of the commission of that state, expressed 
in a rate case, is quoted. The Iowa commission says, 
in effect, that the basing of a schedule on distance alone 
makes the scale inelastic and inflexible. It throttles 
competition. The inflexible rule of distance forbids 
the commission from considering any question except 
that of a reasonable rate to be applied to every mile 
of railroad in Iowa, regardless of conditions. No other 
state except Iowa is so fettered. 


Rigid Application Unwise. 


“The commission is unanimous in its opinion that 
to establish a rigid maximum and minimum distance 
tariff would be disastrous to jobbing and manufacturers’ 
interests of the state, in which millions of dollars have 
been invested and years of labor spent in development. 
It would tend to restrict the territory which these indus- 
tries could hope to serve, and would reduce competi- 
tion, with no benefit to the ultimate consumer. 

“The carriers urged that the commission establish 
a distance tariff sufficiently high as to permit them to 
formulate the jobbing tariff beneath it. This suggestion 
was rejected on the ground it would not remove the 
existing abuses, and in the belief that it was necessary 
for the commission to prescribe the rates in order to 
maintain a fair equalization. 

“The opinion sets forth in detail the method by 
which the equalization is accomplished. The plan 
adopted is a striking departure from that invariably 
followed heretofore, in that the major portion of the 
equalization is formulated above the distance tariff 
rather than below it. In other words, the rates per ton 
per mile of the centers equalized is higher than pre- 
vails to and from towns between which the tariff moves 
on the distance tariff. Under the existing adjustment 
the terminal or jobbing rates are about 20 per cent 
lower than the distance tariff rates. 

“We do not maintain the distance tariff adopted is 
the last word or summum bonum of distance schedules. 
Experience will undoubtedly disclose wherein we have 
It is 
hoped, however, the carriers will exercise the same 
spirit of fairness which has characterized the commis- 
sion throughout the course of this investigation and 
accept the schedules without delay.” 


















Conducted by 
CHARLES CONRADIS, 
General Counsel, The Traffic Service Bureau. 


In this department we shall answer simple questions relat- 
ing to the law of interstate transportation of freight. Readers 
desiring special service by requiring immediate answer may 
secure privately written answers to their inquiries by the pay- 
ment of a small fee, given on application. 

Address Legal Department, The Traffic Service Bureau, 
Colorado Building, Washington, D. C. 


Comparison of Different Classifications. 

New York.—‘Where a shipment is not governed by a 
through rate, and one classification, when originating in 
one classification territory and terminating.in another 
classification territory, is the proper combination of locals 
based on the classification of material in the originating 
territory or the last territory? To illustrate our problem: 
A shipment originating in Official Classification territory 
and destined to a point in Western Classification ter- 
ritory, not covered by through rate; this shipment moved 
via St. Louis. Official Classification provides second class 
for this item and the Western classification first class. 
We have made shipments similar and have had the rate 
assessed at second class to St. Louis and first class be- 
yond.” 

In-the absence of any specific tariff rule. or regula- 
tion to the contrary, a shipment moving from one clas- 
sification territory into another will be governed by the 
class rates effective in both territories; that is, the 
through rate will be the combination of local class rates 
based on the different classifications. The fact that dif- 
ferent rates and classifications are in force in different 
sections of the country will. not in itself warrant an 
extension of the lower rate and classification to the sec- 
tion where the higher rate and classification are applied. 
There is no presumption in favor of one classification 
as against another. Schumacher Milling Co. vs. C., R. I. 
& P. Ry. Co. et al., 6 I. C. C., 51. 

* * * 
Nature of Action for Overcharges. 

Washington.--“During the past six years we have 
received numerous shipments which have been over- 
charged, but which have not been noticed by us until 
recently. We have filed claims with five carriers, and 
three of them are paying these claims promptly, while 
the other two admit shipments are overcharged, but 
decline to honor our bill, stating the statute of limitations 
had expired, and claiming the limitation is three years 
on an action in tort proceedings. We have pointed out 
to these carriers that in court proceedings we would look 
on the bill of lading as a written contract for the trans- 
portation of property subject to the classification and 
tariff in effect at the time of issuance, and- again, sec- 
tion 8, that the lawful charges must be collected on 
shipment. As charges were collected in excess of the 
tariff in effect and greater than the lawful charge, will 
you kindly advise us, through the columns of THE TRAFFIC 
Wor -p, if our action would lie in a violation on a written 
contract or in tort proceedings? The limitation in the 
state of Washington is six years on written contracts 
and three years in tort proceedings. Again, this appears 
to us to be very discriminatory, as three carriers honor, 

while two carriers decline, identical claims. Has the 
I. C. C. ever expressed their views on discriminations of 
this nature?” 


THE TRAFFIC WORLD 








Vol. XIV, No. 7 





An overcharge is that amount exacted and collected 
by the carrier in excess of the rate prescribed in the 
published schedule, and the Commission holds that the 
shipper is entitled to a repayment from the carrier that 
has collected the freight charges as soon as it appears 
that an overcharge has in fact been made, on the ground 
that the carrier is not entitled to the money so collected, 
and that it should be refunded without suit or order 
of the Commission, with interest thereon for the un- 
lawful use of the same. If the carrier refuses to make 
a refund of the charges collected in excess of its pub- 
lished rates, an action for a recovery thereof may be 
maintained in either the state or the federal courts, and 
it is not governed by-the two-year limitation period pre- 
scribed by the Act to regulate commerce. Such a suit 
will be in the nature of an action for money had and 
received by a carrier collecting a greater amount of 
charges than it was entitled to receive; that is, arising 
from a breach of duty, growing out of a contract, and 
would be governed by the limitation period prescribed 
‘by the state for such action. Such an action being founded 
on a wrong, the limitation period governing tort proceed- 
ings would apply. 

A carrier, in a uniform treatment of all shippers 
over its line, might, in good faith, adopt a course that 
differs from that of other carriers, without being charge- 
able with discrimination from under the act, since the 
discrimination charge would not appear to give one patron 
of the carrier an advantage over another patron of the 
same line. The carriers may differ in the matter of 
paying claims without violating the act. See the Com- 
mission’s decision “in the matter of bills of lading,” 29 
L-C..€, 447. 

a oF * 
Claims Erroneously Filed With Delivering Carrier. 


Georgia.—“A merchant in an adjoining state received 
an interstate shipment of merchandise and immediately 
filed a loss and damage claim with the delivering line 
for amount of loss or damage. The delivering line kept 
the claim papers several months, and then returned to 
him with statement that claim should be filed with initial 
carrier, as the loss or damage occurred to the shipment 
while in the possession of that road and that claim should 
be filed with that line. Consignee promptly filed with 
the initial carrier, but claim was returned to him with 
the statement that the four months’ limitation, as pro- 
vided by the bill of lading, had expired and that his 
claim could not therefore be entertained. His attorney 
and others have advised shipper that he has no recourse. 
The destination point was in the state of Alabama. 
Kindly give me full information covering above case and 
on the point of filing claim with the initial instead of 
the delivering line, in loss and damage claims, where 
loss or damage occurred while in possession of the initial 
line, or some intermediate line.” 


Section 3, paragraph 3, of the Uniform Bill of Lading, 
provides that claims for loss, damage or delay must be 
made in writing within four months after delivery of the 
property. The Interstate Commerce Commission has held 
that when the carrier makes this limitation a part of 
its classification, or tariff schedules, that the carrier must 
enforce it, and that the Commission itself has no author- 
ity under the law to order the carrier to disregard its 
tariffs. It will be noted, though, that this limitation pro- 
vides for the filing of a claim “at the point of delivery 
or at the point of origin,’ without endeavoring to deter- 
mine who is the particular carrier that is liable for 
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the loss. It may thus be reasoned that the limitation 
concerning time is dependent only on the question whether 
the claim was filed at the point of delivery or at the 
point of origin, and not on the question as to whether 
the loss occurred over the line of the initial, the inter- 
mediate or the delivering carrier. It is true that under 
the Carmack amendment, the delivering line is not made 
liable for losses occurring over the initial line; but this 
amendment does not limit the time within which claims 
must be filed, while the stipulation in the Uniform Bill 
of Lading which does require claims to be filed within 
four months, expressly provides that such claims may 
be filed with -either the initial or delivering carrier; 
that is, it does not determine what carrier, and to what 
extent it is liable for a loss, but simply determines the 
place and time for filing claims in relation thereto. Such 
a condition, being for the benefit of the carrier, must, 
like all other contracts limiting liability, be strictly con- 
strued against the party claiming its benefit. The con- 
dition of the foregoing limitation being that the claim 
must be made in writing to the carrier “at the point 
of delivery, or at the point of origin,” it naturally follows 
that a presentation of a claim to the delivering carrier 
within four months after delivery of the property is in 
full accordance with the requirements of that provision. 
* aE * 
Carrier’s Liability as Warehouseman. 


Minnesota —“Will you please publish in THE TRAFFIC 
WORLD, as soon as consistent, the liability of a carrier as 
a warehouseman?” 

A warehouseman is one who receives and stores goods 
as a business for a compensation or profit. In the 
protection and care of property entrusted to a warehouse- 
man, it is its duty to use ordinary care, which is such 
care and diligence as ordinarily prudent persons in that 
business are accustomed to exercise toward such property, 
and in the care of their own property under similar cir- 
cumstances, and is thus liable for its own negligence, or 
that of its servants in the course of their employment. 
A warehouseman is not bound to take precautionary 
measures to prevent injury from unprecedented emer- 
gencies, which they could not have readily anticipated; 
such as an accidental fire, explosion of dangerous goods, 
leakage, or loss by theft without its fault or negligence. 

A carrier becomes liable as a warehouseman from 
(and only to the extent above enumerated) the time that 
its contract for carriage is completed. If personal de- 
livery to the consignee is not required either by conttact 
or law, or no notice of arrival necessary, the liability 
of a carrier is changed from that of a common carrier 
to a warehouseman, upon the safe deposit of the goods 
upon the platform or in the warehouse of the road at 
the end of the transit, to await delivery to the consignee, 
when he should call for them. The rigor of the common 
law, which makes a carrier an insurer against all losses, 
except those caused by the act of God or of the public 
enemy, has no application to a carrier, as a warehouseman. 


DOINGS OF THE TRAFFIC CLUBS 


The seventh annual clambake of the Hampden County 
Traffic Association will be held Thursday afternoon, Au- 
gust 27, at Riverside Park, Springfield, Mass. Exclusive 
arrangements have been made for transportation up and 
down by S. S. “Sylvia” and for the exclusive use of the 
grounds. Arrangement have also been made for a display 
of fireworks in the evening. The committee is P. J. 
Dowd, Holyoke, chairman; F. R. Lyman, Chicopee Falls, 
secretary; C. F. Duggan, care of Hendee, Mfg. Co., Spring- 
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field, treasurer; R. W. Burke, Chicopee; D. K. Brown, 
Woronoco; Burton R. Moore, ex-officio, Springfield. 

The proposed outing of the Transportation Association 
of Chicago set for Ravinia Park, August 15, was called 
off, owing to an insufficient number of acceptances. The 
regular monthly meetings will be resumed September 14. 

A special midsummer meeting of the officers and 
trustees of the Brooklyn Traffic Club was held August 
10, at the Hotel Ravenhall, Coney Island. The European 
war situation was discussed in its bearing on traffic 
matters in Brokolyn. The meeting was preceded by a 
dinner. The new building committee, which is looking 
into the advisability of securing a-new club house, made 
a report detailing some of the many offers of property 
in Brooklyn costing all the way from $60,000 to $250,000. 
Chairman George Dressler and Frederick Jones, Jr., stated 
that at the September meeting of the trustees they would 
have a proposition to present to the organization in con- 
crete form looking to the obtaining of a house in the 
Borough Hall section. The trustees gave authorization 
to the publication of a monthly paper in the interests 
of the club, the first number to appear in September, im- 
mediately preceding the monthly meeting on the fourth 
Friday. This paper will be managed and edited by a 
committee composed of C. J. Darcy, chairman; Frank 
Rochambeau and George F. Shephard. The object of 
this move is to reach more intimately the shippers and 
carriers and the men affiliated therewith. Chairman 
George F. Shephard of the membership committee made 
a report of the methods and procedure now put. into 
operation to increase the club’s membership to 500 during 
the coming winter. 

The outing of the Traffic Club of Pittsburgh was 
held at Idlewild Park, near Ligonier, Pa., Monday, August 
10. The committee in charge of the affair was composed 
of R. B. Merrick, chairman; J. G. Hill, secretary; J. F. 
Lent, A. H. Orr, J. A. Fitzpatrick, E. R. Worcester, C. E. 
Barnhart, A. Waldbauer, T. W. Bennett, D. C. McCready, 
T. B. Moss, F. A. Higerd, Charles McNichol, J. C. Kimes, 
C. H. Jackson. For the first time in the history of the 
club members were permitted to invite wives and sweet- 
hearts, and the innovation was a success. A _ serious 
pause prior to the noonday luncheon occurred when 
President E. F. Lalk requested two solemn minutes with 
heads bowed in silent prayer out of respect to Mrs. 
Woodrow Wilson, President Wilson being an honorary 
member of the club. Repeating the custom of last year, 
the Traffic Club of Cleveland was entertained, and a 
baseball game between teams representing the two clubs 
resulted in the defeat of the Pittsburgh club to the tune 
of 11 to 5. W. K. Steele of the Pennsylvania Railroad 
listened to the squawking of the vanquished, who seri- 
ously questioned his balance of mind, but never his in- 
tegrity. Various contests were held, prizes being awarded 
to the winners. There was dancing and cards for the 
ladies. Moving pictures of all events were taken. J. W. 
Patton of Columbus scored high in the clay pigeon shoot. 
A dinner of chicken, waffles and corn concluded the day. 


NEW YORK GRAIN RATES. 


Settling a question of importance to competing grain 
dealers in the western part of New York state, an order 


has been made by the state commission directing the ~ 


New York Central Railroad to amend its tariffs so that 
the rate shall be the same in carload lots to Niagara 
Falls from Hamlin, on the Ontario division, as from 
Brockport, on the Falls branch. This effects a reduc- 
tion of 41%4 cents a hundred pounds. 
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RATE ADVANCE PUZZLE 


THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. C. 


Everybody connected with the Commission suspected 
of having any idea as to how the Central Freight 
Association roads may gather the benefits of the ad- 
vanced rate decision is being importuned to tell some- 
thing that will afford shippers a guide in making 
contracts for defivered-price contracts to be executed 
within six months. None of the Commissioners will 
undertake anything of the kind. Anything that may 
come from anyone connected with the Commission will 
be unofficial. 

It may be set down that, while 5 per cent in- 
creases will not bring the Central Freight Association 
rates up to the level of Trunk Line rates, the Com- 
mission will view with distrust any tariffs proposing 
more than 5 per cent increases. That is a reasonable 
conclusion, although the decision may be read as indi- 
cating that readjustment so as to eliminate incon- 
sistencies would be viewed with favor. 

The task seems to be a double-headed one. The 
first part is to bring the whole body of rates up. 
Whether that can be done in one move is the big ques- 
tion. It cannot if the 5 per cent limit is observed. 
Some 5 per cent increases may bring quality, but 
inequality will remain, although in smaller measure than 
before. 

The second part is to make the increases of 5 per 
cent, and thereby bring about rates to which objection 
cannot be made. 

But can these things be done—that is, are they 
possible—in view of the limitations placed on the Cen- 
tral Freight Association roads by the decision? The 
chief ones are that there may be no increase in lake- 
and-rail rates. The other is that unexpired orders of 
the Commission may not be ignored. 

The prohibition with regard to the lake-and-rail 
rates, it is the genera] talk among those around the 
Commission who feel inclined to answer inquiries, will 
be found an almost if not altogether insurmountable 
Obstacle. For instance, what good will it do a Central 
Freight Association road to increase an intraterritorial 
rate, specifically the Pittsburgh-St. Louis rate, all-rail, 
if the effect is to give a competitor of a Pittsburgh 
shipper an opportunity to avail himself of the lake-and- 
rate rate, which remains unchanged? If there were a 
pooling arrangement it might be possible, on the theory 
that the loss in one quarter would be recouped in 
another. 

Another question is as to what are lines that are 
poorly equipped as to terminals in tonnage centers 
going to do if the advances, when made, work out in 
such a way as to deprive them of tonnage they are 
now receiving—at great cost to themselves, of course— 
but are getting just the same? 

When it was suggested by Mr. Delano that there 
might be no tariffs filed as a result of the decision 
until October; at least there was an idea among the 
uninformed that that indicated a woeful lack of appre- 
ciation of a favor granted by the Commission. The 
examination of the task has been going on since that 
time. 

The problem is one for the railroads. 
engage the attention of the Commission at all. 


It does not 
It has 
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set what it deems to be necessary limits, and its idea 
is that the railroads shall work out their salvation 
within the boundaries so set. 


EXPRESS COMPANY FIGURES 


During the ten months of the fiscal year ending with 
April, the principal express companies of the United 
States made an operating income of $628,437. During the 
corresponding ten months of the preceding fiscal year the 
income amounted to $4,231,465. 

The lower rates for express service prescribed by 
the Commission went into effect on February 1. The 
parcel post rates went into effect, with an incomplete 
service, on Jan. 1, 1913. The period covered by the report 
showing the enormous loss in operating income ran from 
July 1, 1913, to the end of April, 1914. The figures are 
carried in a report by the Commission issued August 10. 

The report shows that the income of the Adams Ex- 
press Co. fell from $191,830 to a deficit of $635,637; that 
of the American from $337,424 to a deficit of $612,965. 

The Canadian Express Co.’s income fell from $152,163 
to $48,643. The Canadian Northern fell from $171,915 
to $154,737. The Globe Express Co.’s income fell from 
$24,075 to a deficit of $26,593; the Great Northern fell 
from $208,137 to $146,347; the Northern from $243,807 to 
$209,979; the Southern from $1,046,008 to $735,086; the 
United States from a deficit of $89,810 to a deficit of 
$247,091 before it went out of business as a separate 
company; Wells Fargo & Co. fell from $1,408,811 to 
$905,966, and the Western from $37,047 to a deficit of 
$39,965. 

Deficits on operations in April were made by the 
Adams, which fell from $19,533 in April, 1913, to a deficit 
of $67,891 in April, 1914; the American, which fell from 
$147,855 in April, 1913, to a deficit of $5,066 in April of 
this year; the Globe, which fell from a deficit of $4,146 
to another deficit of $5,602; the United States, which 
fell from a deficit of $29,531 to one of $93,474, and the 
Western, which fell from an operating income of $38 to 
a deficit of $6,240. 

The companies which did not have expenses in ex- 
cess of their receipts, all suffered loss in their operating 
income during April, as follows: Canadian, from $21,634 
to $16,213; Canadian Northern, from $22,455 to $12,427; 
Great Northern, from $13,508 to $2,076; Northern, from 
$15,467 to $10,273; Southern, from $123,290 to $94,681; 
Wells Fargo & Co., from $107,723 to $91,344. 

The total operating income of all the companies for 
April, 1914, was $48,747, while in April, 1913, it was $437,- 
826. In other words, where they had an income of $100 
in April, 1913, in the corresponding month of this year 
they had a little more than $11, a loss so great that 
unless the companies find a way to increase their in- 
comes, it is only a question of a short time when some 
of them will be forced out of business. 


The Commission, in a report on the application of 
the postmaster-general for permission to lower parcel post 
rates, pointed out that it construes the law in such a way 
as not to leave the question of rates within its discretion. 
Therefore it recommended to Congress that the law re- 
lieve it of any responsibility with regard to parcel post 
rates. The inference drawn from that was that the Com- 
missioners could not approve the rates submitted by 
Mr. Burleson as being just and reasonable if consideration 
was had for the investment of the express companies. 
Congress has not acted. 
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HIGHER RATES ON PACKAGES 


The Pennsylvania Railroad has filed formal notice 
with the Maryland public service commission of an in- 
crease in package rates to be effective September 1. The 
Maryland territory affected is the Baltimore division of 
the Northern Central between Baltimore and New Free- 
dom, the Sparrows Point Railroad and the Maryland di- 
vision of the Philadelphia, Baltimore & Washington Rail- 
road between Baltimore and Perryville and Baltimore and 
Bowie. 

The package system of the Pennsylvania Railroad 
was inaugurated 26 years ago, and only recently its validity 
was certified to by the local commission. It was started 
as a concession to commuters living near Baltimore and 
Philadelphia and has grown to large proportions. Under 
this system a commuter may have shipped to his station 
a package of marketing of 60 pounds or less free of charge. 
For larger packages a charge of 15 cents was made, the 
packages being stamped like parcel post mail. 

The new rates are: For marketing—under 10 pounds, 
5 cents; 10 to 25 pounds, 10 cents; 26 to 50 pounds, 15 
cents; 51 to 75 pounds, 20 cents, and 76 to 100 pounds, 
25 cents. 

For packages other than marketing—under 10 pounds, 
cents; 10 to 25 pounds, 10 cents, and 26 to 50 pounds, 


5 
15 cents. 


PERSONAL NOTES 


Milton E. Snyder, traveling freight agent of the 
Northern Pacific Railway at Spokane, Wash., has been 
assigned to other duties. 

The Chicago & Alton Railroad Co. announces that 
A. E. Lee is made assistant general freight agent, with 
headquarters in Chicago. 

H. A. Fidler has been appointed assistant freight 
agent of the Detroit, Toledo & Ironton Railway, with 
headquarters at Ironton, O. 

The Central of Georgia Railway Co. announces that 
W. MeN. Knapp is appointed traveling freight agent, with 
headquarters at Savannah, Ga. 

The Lehigh Valley Railroad Co. announces that F. W. 
Lyons is appointed commercial agent at Hazleton, Pa., 
vice H. E. Dengler, transferred. 


C. E. Childe of Omaha has been appointed commis- 
sioner of the Traffic Bureau of the Sioux City Commercial 
Club, vice George T. Bell, resigned to accept service with 
the Interstate Commerce Commission as attorney-examiner. 

The following appointments have ‘been announced by 
the Texas & Pacific Railroad: A. J. Baird, assistant 
auditor; G. W. Danner, auditor of disbursements; D. W. 
Beddo, auditor of freight receipts; F. E. Stanberry, auditor 
of passenger receipts, and A. A. Martin, freight claim 
agent, all with headquarters at Dallas, Tex. 


SOUTH DAKOTA EXPRESS RATES 


The Wells-Fargo Express Co. has filed in South 
Dakota, in the United States District Court, an amended 
and supplemental bill, under the holding of Judge Wil- 
lard, upholding the right of the railway commission to 
reduce rates in the state. The amendment is based 
on the action of the United States Supreme Court in 
the Shreveport case. The original suit under which 
the new rate went into effect was decided in 1912, and 
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since that time no action has been taken to make a 
further showing -until now. Up to the present the Wells- 
Fargo is the only company to take action. 


The position of the express companies is that the 
Interstate Commerce Commission, in February, 1914, put 
into force a uniform system of zone and block rates 
throughout the United States. These rates apply only 
to interstate commerce, but in some thirty-odd states 
the same rates have been adopted by the state board of 
railroad commissioners as the state rates, thus making 
the interstate rates and the state rates uniform. In a 
few states, including South Dakota, the Interstate Com- 
merce Commission rates have not been adopted as the 
state rates. The South Dakota rates are from 30 to 60 
per cent lower than the Interstate Commerce Commis- 
sion’s rates and are so low that in some cases they 
are lower than the freight rates. The express com- 
panies claim that a trial for the past three years of 
the South Dakota rates has proven them to be unre- 
munerative and that their expenses of operation in 
South Dakota have been greater than their receipts. 


The express companies also claim the South Dakota 
rates are discriminatory in that they give the South 
Dakota points an undue advantage over jobbing centers 
in other states. They ask to have the South Dakota 
rates enjoined and at the same time offer to adopt in 
South Dakota the Interstate Commerce Commission rates 
so as to give South Dakota the same rates enjoyed 
by the older and more populous states. 


In the Shreveport case the United States Supreme 
Court held that it was an interference with interstate 
commerce for the state of Texas to make rates so low 
that Shreveport, a city of Louisiana, a few miles from 
the Texas state line, was at a great disadvantage as 
compared to Houston, Dallas and other Texas points, in 
competition for Texas business. The express companies 
ask this doctrine to be applied to the South Dakota 
rates, upon the ground that the present state rates 
interfere with interstate commerce and discriminate in 
favor of Sioux Falls, Aberdeen, Watertown, Pierre, 
Mitchell, Rapid City and other South Dakota points as 
against Sioux City, St. Paul, Minneapolis, Chicago, Fargo 
and other jobbing points situated outside of South 
Dakota. 


MINOR ORDERS. 


August 11 the Interstate Commerce Commission issued 
orders permitting amendments to the complaints of No. 
6936, the McCaull-Dinsmore Co. vs. C., B. & Q. et al.; 
Sub-No. 1 of the same against the Chicago, St. Paul, 
Minneapolis & Omaha et al., and No. 6857, the Lord & 
Bushnell Co. vs. Texas & Pacific et al. August 11, A. B. 
Knowlson Co. was permitted to intervene in No. 7089, 
Jackson Chamber of Commerce vs. Ann Arbor et al., and 
the American Box Board Co. in the same complaint. 


CONFERENCE RULINGS ISSUED. 


The Interstate Commerce Commission August 10 
promulgated supplement No. 1 to Conference Rulings 
Bulletin No. 6. It contains rulings made between Jan. 6, 
1913, and May 28, 1914, and, with the index, it makes a 
pamphlet of eighteen pages. It is issued as of June 1, 
at which time the material was sent to the government 
printing office. The rulings were published at the time 
they were made and put out in notice form. : 
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Increasing Efficiency on the Short Haul 


New devices and methods that have made good by increasing efficien 
other branches of traffic work. Contributions are welcomed. 


in freight handling and 
HE TRAFFIC 


WORLD will be pleased to answer inquiries concerning any 


SOME GOOD ADVICE 


(Yard and Terminal Monthly) 

When ordering carloads of goods for delivery, please 
ascertain when you order the goods at what point on 
which road you wish them placed and specify in your 
order to the shipper that he arrange with the railroad 
agent at the point of shipment that the siding number 
and also the name of the road on which the car is wanted 
shall appear on the waybill. This will work out to the 
advantage of the shipper, the consignee, and the railroad, 
and everyone concerned will be saved a lot of trouble. 
Also try to remember that if you owned a grocery store 
and had several delivery wagons in commission, that if 
one of your customers ordered a load of goods, and when 
your delivery wagon arrived he kept it waiting around for 
a day or two, the chances are that you would get a trifle 
hot under the collar. Very good. Just bear in mind, 





please, that cars are the railroad’s delivery wagons, and, 


that when you tie up cars by failure to unload, you are 
causing unnecessary expense to the railroad, and you are 
depriving other shippers of the use of the cars to which 
they are entitled. You may, of course, pay demurrage, 
but this is not a fair return for the delay of the car. Just 
try to use the railroad company as you would any other 
concern, and it is a ten to one shot you will get good treat- 
ment in return. One more point: When in trouble over 
the movement of cars, get hold of the yardmaster or as- 
sistant yardmaster himself, not his understudy. Explain 
your case to him in good English, and do not take it for 
granted that he is purposely delaying your car. He is 
just as anxious to move it as you are to get it, but there 
may be any one of fifty things that prevent his moving 
it at once. Anyway, just get hold of him and he will 
do the rest as soon as he can. 


PLAN FOR DEEP WATERWAY 





A plan for a waterway eight feet deep from Chicago 
to New Orleans is under consideration by Governor Dunne 
of Illinois, the Illinois and Michigan Canal commissioners 
and engineers after a two days’ inspection trip of the 
Illinois and Michigan Canal from Joliet to Ottawa. 

Details of the plan and estimates of its cost are to 
be worked out by engineers, and Governor Dunne expects 
to present the matter to the next general assembly. 

The governor has asked Lyman E. Cooley, consulting 
engineer for the Chicago sanitary district; E. J. Kelly, as- 
sistant chief engineer for the sanitary district; L. K. Sher- 
man, engineer of the Illinois rivers and lakes commission, 
and W. A. Shaw, member of the Illinois public utilities 
commission, to make a report on the plan with recom- 
mendations and cost estimates within thirty days. 

The plan proposes: 

The reconstruction and enlargement of five locks in 
the Illinois and Michigan Canal between Joliet and Ottawa. 

The joining of the canal with the Illinois River be- 
tween Marseilles and Ottawa by cutting a new channel 
about a half mile in length. 


device or method mentioned in this department. 












The dredging of the canal to a depth of eight feet 
between Joliet and the proposed connection with the IIli- 
nois River. 

The construction of a dam in the [Illinois River just 
above Starved Rock, thus backing up water to Ottawa, 
assuring the necessary depth at the canal junction. 

This development, it is estimated, would cost between 
$3,000,000 and $4,000,000. ' 


MOVE THE CARS 





The Railroad Commission of Texas August 5 issued 
the following to the Texas railroads and shipping public: 

“The outbreak of war in Europe has made it impos- 
sible to secure vessels on which to load an enormous 
number of cars of grain already under way to Texas 
gulf ports, and this has brought very close to us a 
shortage of freight cars and a congestion of terminals 
in this state which will shortly become disastrous unless 
all persons interested shall unite to relieve the situa- 
tion. To this end the railroad commission issues this 
public appeal] to the railroads and to the shippers alike. 


“It is useless at this time to attempt to fix the 
blame for car shortages and terminal congestions. It is 
useless to discuss whether shippers hold cars too long, 
or whether railroads move them too slowly, or whether 
both sides are at fault. 

“The thing to do just now is to minimize the 
approaching congestion, and the way to do this is for 
every man to pass every car out of his hands in the 
least possible time. Move the cars. Pass them along 
quickly. Move them as if you were in a hurry. 

“Station agents should keep records showing each 
car requested for loading, the day and hour the request 
was made, the kind of car, the'steps taken to fill the 
order, when and how filled, when notified of completion 
of loading, and when and how moved. They should 
see that cars are promptly spotted for loading and 
unloading, and that cars set for loading are moved at 
once when that loading has been finished. Each car 
should have constant oversight on its journey toward 
its destination. Necessary repairs should be’ made at 
once, or contents transferred, and out of order notices 
should be given. In many cases it is imperative to 
anticipate approaching demands for cars for special 
crops and movements. 


“Speed and precision are vital to successful rail- 
roading. The employe who furnishes these essentials - 
is not only serving well his employer and the public. 
He is also serving himself in the best possible way. 


“Shippers should: never ask for cars except they 
are certain of loading them. Furnishing cars is part 
of the service for which rates are charged. The man 
who secures a car which he fails to load has succeeded 
in injuring himself and al] others who are concerned 
in the transaction. 

“Requests for cars should be made in writing. Be 
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specific in describing what you want and in stating 
when and where you want it. 

“When a car has been placed for loading or unload- 
ing, get to work and load or unload it at once. Do not 
use time merely because it is written down in the de- 
murrage rules as ‘free time.’ In all the world there is 
no such thing as ‘free time.’ You do not pay for it in 
money, but somebody pays, and usually you help. When 
cars are short, and you fail to get one and suffer a loss, 
you are paying in part for the unnecessary use of cars 
in so-called ‘free time.’ 

“Because you are a shipper you are more interested 
than anyone else in preventing car shortages. And the 
only way to do this, or to render a shortage less severe 
when it comes, is for each one to do his utmost to keep 
every car moving. Therefore not only railroads, but 
Shippers and consignees, traffic bureaus, commercial 
organizations and all others concerned in transportation 
in Texas, are urged, in the common interest, to co- 
Operate in every way to the economical] use of cars, and 
the suggestions made herein will, if regarded, con- 
tribute to that end, and are, for that reason, recom- 
mended for consideration. 

“But not everything that can be done is included 
among the suggestions which we are making. <A very 
real peril confronts this country, threatening heavy 
money losses to all producing classes and to many of 
those who are engaged in handling and moving our crop 
products. We believe every good citizen will do all he 
can to prevent this widespread disaster, and we call 
upon you in confidence, asking each one of you to do 
his part.” 


DOCKET OF THE COMMISSION. 





Note.—iItems in the Docket marked with an asterisk (*) 
are new and have not been carried in the publication during the 
Preceding week. 
ee tans Tahoe Tavern, Tahoe City, Cal—Commissioner 

all: 


6980—A pplication of the Lake Tahoe Ry. & Transp. Co. 
(Steamboat line plying between California and Nevada). 


August 24—Glenwood Springs, Colo.—Commissioner Hall: 
6886—Montrose & Delta Counties Freight Rate Assn. vs. D. & 
R. G. R. R. Co. et al. 
6887—Montrose & Delta Counties Freight Rate Assn. vs. D. & 
R. G. R. R. Co. et al. 
6888—Montrose & Delta Counties Freight Rate Assn. vs. D. & 
R. G. BR. BR. Co. et al. ’ 
September 21—Washington, D. C.—Examiner Wood: 
6770—Weston,*Dodson & Co. vs. Cent. R. R. Co. of N. J. 
September 28—Washington, D. C.—Commissioner Meyer: 
6370—In the matter of rates, practices, rules and regulations 
governing the transportation of iron ore. 


DIGEST OF NEW COMPLAINTS 


No. 7119. Corning Glass Works, Corning, N. Y., vs. Pennsyl- 
vania R. R. Co. and D. L. & W. 

Against the imposition of 13 and 13 cents as rates on cullet, 
L. C. L. and C, L., from Newark, N. J., to Corning, N. Y., as 
being excessive, unjust and unreasonable, in that it exceeds 
the 10 cent commodity rate established by the D. L. & W. 
from Newark to Corning on business received locally by the 
D. L. & W. at Newark, the higher rates applying on cullet 
originating at Newark on P. R. R. rails. Ask for cease and 
desist order and reparation. 

No. 7120. American Writing Paper Co., Holyoke, Mass., vs. 
New York, New Haven & Hartford. 

Against a rate of 16 cents on L. C. L. shipments of printing 
paper, boxed, from Unionville to Pier No. 39, New York, as 
unjust, unreasonable and unduly discriminatory. Ask for a 
rate of 12 cents and reparation. 

No. 7121. South Texas Grain Co., Houston, Tex., vs. St. Louis, 
Brownsville & Mexico et al. 

Against rates of 56 and 59 cents on hay, C. L., from Arizona 
points to Texas points as unreasonable, unjust and unduly 
discriminatory. Ask for a rate not exceeding 41 cents and 
reparation. 

No. 7122. Casey-Hodges Co. et al., Chattanooga, Tenn., 
Cincinnati, New Orleans & Texas Pacific. 

Against a carload rate of 23 cents, 30,000 pounds minimum, 

on boiler tubes, structural material; bar iron, bar steel, 





vs. 


wrought iron and steel pipe, wrought iron and steel plate, also 
steel and iron rivets from Cincinnati to Chattanooga, as un- 
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Ask for a rate not exceeding 12 


just and unreasonable. 
cents and a minimum of 36,000 pounds and reparation. 


No. 6946, Sub. No. 17. Eastern Motor Car Co., Los Angeles and 

Sian Diego, Cal., vs. Atchison, Fopeka & Santa Fe et al. 
Against excessive rates and charges on lumber used as 

dunnage and blocking in the shipment of automobiles from 

Detroit to Los Angeles and San Diego. Ask for a reasonable 

rate and reparation. 

No. 6946, Sub. No. 18. Earl E. Armstrong, Los Angeles, vs. 

Southern Pacific et al. 

Same as foregoing covering shipments from Cleveland to 
Los Angeles. 

No. 7025, Sub. No. 5. J. S. Brown Mercantile Co., 

Colo., vs. Stewartstown R. R. Co. et al: 

Against excessive charges on shipments of canned tomatoes, 
Stewartstown, Pa., to Denver, due to assessment of charges 
on estimated instead of actual weight. Ask for a requirement 
that charges be assessed on actual weights, and reparation. 

No, 7025, Sub. No. 6 J. S. Brown Mercantile Co., Denver, 

Colo., vs. Baltimore Steam Packet Co. 

Same as foregoing with reference to shipments from Balti- 
more. 

No. 7124. Merchants’ Exchange, St. Louis, vs. Chicago & Alton. 
Against provisions in C. & A. tariff calling for readjustment 
of wheat rates from its Missouri stations to Chicago with- 
out a relative adjustment to St. Louis and East St. Louis, 
leading to unlawful preferences in favor of Chicago. Ask for 
the establishment of a reasonable and just relationship be- 
tween the rates on grain to Chicago, St. Louis and East St. 
Louis and reparation. 

No. 7125. Arkansas Rice Co., of Pine Bluff, Ark., vs. Louis- 
iana Western et al. 

Allege unjust and unreasonable rates on clean rice from 
Lake Charles, La., to Pine Bluff, Ark. Ask for a cease and 
desist order, through routes and joint rates not to exceed 
28% cents, and reparation. 

No. 7126. E. F. nginetti, 
et al. 

Against a rate of $1.04 on potatoes from Masters, Colo., to 
Yuma, as unjust, unreasonable and discriminatory. Ask for 
a rate of 75 cents and reparation. 

No. 7127. Rock Springs Distilling Co. et al., Owenboro, Ky., vs. 
Louisville, Henderson & St. Louis et al. 

Allege unreasonable, unjust and discriminatory rates on 
cattle, C. L., from Owensboro to Chicago and New York City 
in favor of shippers at Evansville, Rockport and Louisville. 
Ask for cease and desist order and just and reasonable rates. 

No. 7128. Richmond (Ky.) Commercial Club vs. L. & N. et al. 

Allege unreasonable, extortionate and discriminatory class 
and commodity rates from points in the west, north and east, 
except to trunk line territory, to Richmond, Ky., by reason 
of the absence of joint through rates and discriminatory in 
favor of Winchester, Frankfort, Paris and Midway, Ky. Ask 
for just and reasonable rates and reparation. . 

No. 7129. Kansas Chemical Mfg. Co., Hutchison, Kan. vs. Chi- 
cago, Rock Island & Pacific. : 

Allege excessive charges on ammoniacal liquor from Joliet, 
Ill., to Hutchinson, Kan., by reason of alleged errors in 
weight. Ask for reparation. 

No. 7130. Acme Cement Plaster Co., St. Louis, vs. Grand Rap- 
ids & Indiana et al. 

Against unreasonable and unjust rates on wall plaster from 
Grand Rapids, Mich., to Bowling Green, Ky. Ask for cease 
and desist order and reparation. 

No; 7133. Producers’ Fruit Co., Sacramento, Cal., vs. Southern 
Pacific Co. and Southern Pacific Ry. Co. 

Alleges unjust and unreasonable charges on shipments of 
fresh deciduous fruits from Dinuba and Kingsburg, Calif., to 
Seattle, in that they exceeded the combination of inter- 
mediates on Lathrop, Calif. Ask for reparation. 

No. 7134. American Writing Paper Co., Holyoke, Mass., 
New York, New Haven & Hartford et al. 

Alleges that third class rate on printing paper from Union- 
ville, Conn., to Washington, Baltimore, Richmond and Pitts- 
burgh is unjust and unreasonable in comparison with com- 
modity rates on printing paper from Holyoke, Turner’s Falls, 
Springfield and Pittsfield, Mass., and Darlington, R. I. Ask 
for a cease and desist order and reparation. 

No. 7109, Sub. No. 2. Cape Girardeau Portland Cement Co., Gulf 
Junction, Mo., vs. St. Louis & San Francisco et al 

Against excessive and unreasonable cement rates from Gulf 
Junction or Cape Girardeau to points in Illinois. Ask for just, 
reasonable and non-discriminatory rates. 

No. 7109. Sub. No. 3. Same vs. Same. on shinments from Gulf 
Junction or Cape Girardeau to points in Mississippi, Tennes- 
see and Louisiana. 

No. 7131. Sturges Bros., Phoenix, Ariz., vs. Atchison, Topeka 
& Santa Ft. 

Allege excessive charges on shipments of hay from Phoenix 
to El Paso, Tex, for points beyond: Ask for cease and desist 
order and reparation. 

No. 7132. New Orleans Roard of Trade, Ltd., Atchison, - 
Topeka & Santa Fe et al. 

gainst excessive combination rates on hav from Oklahoma 
points to New Orleans. Ask for just, reasonable and non- 
discriminatorv through rates and reasonable minimum weights 
and reparation. 


MINOR UNREPORTED OPINIONS 


(Copies of Unreported Opinions may be obtained from the 
br a office of The Traffic Service Bureau at a nominal 
charge.) 


No. A716, Case No. 5967. Union Trim and Lumber Co. vs. 
G. R. & T et al. Rates on interior house trimmings from Kala- 
mazoo, Mich., to Houston, Tex., not found to have been unrea- 
sonable or unduly prejudicial, and complaint dismissed. 

No. A717, Case No. 5966. Sunnybrook Distillery Co., Inc., vs. 


Denver, 


Yuma, Ariz., vs. Union Pacific 


vs. 


vs. 
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We put the first steel, ball-bearing Gravity Conveyers on 
the American market. Now we have many perfected types 
—one for almost every purpose. 

Our patents cover the best-known and most successful 
mechanical ideas employed in conveyer construction, both 
gravity and power. 

Our devices are used almost exclusively by leading manu- 
facturers, wholesalers, jobbers and handlers of every known 
product. 

Every industry has its handling problem, involving a large 
annual expense for wasted time and labor. For nearly all 
of such problems we have a mechanical solution. 


Mathews Gravity Double-Roller Spiral 


Send for our catalog covering equipment for handling mis- 

ellaneous commodities. 

Special spiral catalog and Son brick conveyer and lum- 
ber conveyer catalogs on request. 


MATHEWS GRAVITY CARRIER CO. 


Branch Factories {IONSOM ENG. sl Ellwood City, Pa. 
Branch Offices in All Leading Cities‘ 
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has one million square feet of fire- 
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Georgian Bay 


DULUTH, FT. WILLIAM, PORT ARTHUR (and intermediate ports) 
DULUTH, BAYFIELD, ASHLAND (and intermediate ports) 


FASTEST SERVICE 
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VACATION TRIPS.—Our new commodious steel steamers, “‘America” and “Easton,” offer unex- 
celled passenger service and comfort and cover America’s most delightful vacation grounds, including 
daylight circuit of beautiful Isle Royale and the interesting Apostle Islands, the paradise of the tourist 


and sportsman. 


The Dominion Transportation Co., Ltd., operates the splendid freight and passene r steamers 
Manitou” and “Caribou,” between Sault Ste. Marie and Michipicoten (and intermediate ports—Lake 
Superior), also between Sault Ste. Marie and Owen Sound (and intermediate ports in North Channel— 
Georgian Bay), making a daylight tour of the World’s Most Magnificent Fresh Water Archipelago. 


CONNECTIONS WITH ALL RAIL LINES AT 


Duluth, Ft. William, Port Arthur, Bayfield, 


Owen Sound, Ashland, Sault Ste. Marie 


For Freight Tariffs, Descriptive Literature, Schedules and full information, call on or write 
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C. E. AINSWORTH, Manager 
Dominion Trans rtation Co. Ltd. 
Sault Ste. Marie, Mich. 
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Pa. Term. Ry. Co. et al. Allegation of complainant that it was 
damaged because of failure of defendants to have a tariff filed 
and posted at Louisville, Ky., showing a reduction in the rate 
on whiskey, C. L., from Louisville to Ogden, Utah., not sus- 
tained, Commission holding that following Franke Grain Co. vs. 
Ill Cent R. R. Co., 27 I. 625, complainant cannot recover 
damages. Complaint dismissed. 

No. A718, Case pe 5968. Sonken-Galamba Iron and Metal 
Co. vs. A. T. & S. F. et al. Rate of 15¢ on scrap iron, C. L., 
from Kansas City, Kan., and Kansas City, Mo., to Chicago, I., 
= owe unreasonable or discriminatory and complaint dis- 
miss 

No. A724, Case No. 6234. Summer Bros. Co. vs. Sou. Ry. and 
Sub Docket No. 1, Same vs. L. & N. Following Victor M E. Co. 
vs. Sou. Ry., 27 I. C. C., 661, and cases cited therein, repara- 
tion awarded account of ‘unreasonable rates on coal from New- 
comb, Tenn., to Newberry, S. C. 

No. A725, Case No. 5938. Florida Cypress Co. vs. LL & N 
et al. Rate of 41c on cypress lumber, C. L., from Pensacola, 
Fla., to Lynchburg, Va., found to have been "unreasonable and 
reparation awarded. 

No, A726, Case No. 5890. American Lumber and Mfg. Co. 
vs. Miss. Cent. et al. (Fourth Section Application No. 927). 
Rate on lumber from Belpine and Clyde, Miss., to Victoria, Va., 
not found unreasonable. Shipmertts involved in this complaint 
were overcharged, however, and reparation awarded according- 
ly. Partial relief as to points on the Virginian Ry. intermediate 
to Norfolk, Suffolk or Roanoke granted under Fourth Section 
applications heard with the complaint. 

No. A727, Case No, ta 4@tna Powder Co. vs. Wabash et 
al. and Sub Docket No. 1, Same vs. Same. Rates for the trans- 
portation of dynamite, c! L., from Attna to Sparks’ Quarry and 
Pleasure Ridge Park, Ky., ‘via Louisville, Ky., found to have 
been unreasonable and reparation awarded. 

No, A728, Case No. 5401. Southwestern Missouri Millers’ 
.Club vs. St. LL & S&S. F. Rates on wheat and corn and wheat 
and corn products from points between Pleasanton, Kan., and 
the southern boundary of Kansas, Missouri and from points 
between Springfield, Mo., and Neodesha, Kan., to points on the 
Fayetteville-Okmulgee line of defendant not found to be un- 
reasonable or discriminatory and complaint dismissed. 

No. A729, Case No. 5048. Livingston Bros. et al. vs. C. M. 
& St. P. et al. and Sub Docket No. 1, Strange Bros. Hide Co. vs. 
Cc. M. & St. P. et al. Rates on scrap iron, C. L., from Sioux 
City, Ia., and Sioux Falls, S. D., to Chicago, IIL, not found un- 
reasonable and complaint dismissed. 

No. A719, Case No. 5661. Rowland Extcourt vs. D. L. & W. 
et al. Reparation awarded for overcharge collected by deliver- 
ing carrier on baggage stored at Los Angeles, Cal. 

No. A720, Case No. 6214. Morton Salt Co. vs. Union Pacific 
et al. Rate of 19c per 100 pounds on bulk rock salt, C. L., from 
Kanopolis, Kan., to Sioux City, Ia., via Kansas City, Mo., found 
unreasonable to the extent it exceeded 15c. Reparation 
awarded. 

No, A721, Case No. 6218. Commercial Coal Mining Co. vs. 
P. R. R. et al. Drayage charges in connection with delivery of 
a carload of coal from Twin Rock, Pa., to Vineland, N. J., found 
to have been due to misrouting and reparation awarded. 

No. A722, Case ‘No. 6477. Albert Miller & Co. vs. Wabash 
et al. Rates on apples, C. L., from Glasgow, Mo., to Necedah 
and Grand Rapids, Wis., found unreasonable and reparation 
awarded. 

No. A723, Case No: 6549. L. E. Osborn vs. Nor. Pac. et al. 
Charges collected for the transportation of carload of immi- 
grant movables from Kendrick, Ida., to Brady, Mont., found to 
have been-unlawful and unreasonable and reparation awarded. 


INDUSTRIAL. ROAD INQUIRY 


The investigation of industrial railroads, so-called, 
promised by the Interstate Commerce Commission when 
it made its report in No. 4181, will be begun, so far as the 
public part of it is concerned, on September 15 at Utica, 
N. Y. At that place Examiner Carmalt, who has been 
identified with the subject from the start, will hear testi- 
mony in regard to three roads in that part of the country. 
He is going to devote four days to that hearing and then 
go to New York City, where hearings will be begun on 
September 21 and continue for a week. 

j From there he goes to Williamsport, Pa., where hear- 

ings will be held September 28-30; at Kane, Pa., October 
1-3; Indianapolis, October 5-7; Toledo, October 8-14, and 
Detroit, October 15-17. His schedule and the roads to have 
hearings are as follows: 

At Utica, N. Y., September 15 to 19, as to the allow- 
ances of the Louisville & Beaver River, Norwood & St. 
Lawrence, Genesee & Wyoming and Owasco River. 

At New York City, September 21 to 26, as to Wharton 
& Northern, Berlin Mills Co., Moshassuck Valley, Johns- 
town & Stony Creek, Chestnut Ridge Railway and North- 
ampton & Bath. 

At Williamsport, Pa., September 28 to 30, as to the 
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Susquehanna & New York and the Tionesta Valley Rail 
way. : 
At Kane, Pa,, October 1 and 3, as to the Sheffield ¢ 
Tionesta, Kane~& Elk and the Valley Railroad. 

At Indianapolis, October 5 and 7, as to Westpor 
Stone Co., Big Four Stone Co., American Hominy (Co, 
and Central R. R. of Indianapolis. 

At Toledo, October 8 to 14, as to the Lake Erie & Ft. 
Wayne, Lorain & Southern, Lakeside & Marblehead, Cul. 
ver & Port Clinton, Bay Terminal Railroad and the To. 
ledo, Angola & Western. 

At Detroit, October 15 to 17, Delray Connecting R. R, 
Wyandotte Terminal, Essex Terminal and Port Huron & 
Southern. 


PIPE-LINE TARIFFS FILED 


THE TRAFFIC SERVICE NEWS BURLAU, 
Colorado Building, Washington, D. 0. 


Thirty-one pipe-line tariffs, to become effective August 
15, were placed on the files of the Interstate Commerce 
Commission on Thursday. They were filed by the Cum. 
berland, Eureka, Prairie Oil and Gas, the Gulf and South- 
west Pennsylvania companies. The Pure Oil Co. put 
in a tariff on August 4, so there are 32 ready for inspection. 

The Cumberland tariffs name rates on crude oil from 
Kentucky points, Beaver Creek, Lewis, etc., via Mor- 
gantown, W. Va., to Bayonne and Bayway, N. J., and 
Philadelphia, of 56 cents per barrel of 42 gallons, which 
the tariff says is a reduction. 

The Eureka tariffs name rates from West Virginia 
points, Bula, Briar, Morgantown, etc., to Philadelphia, 
Olean, Franklin, Pa., Marcus Hook, Pa., Bayonne and 
Bayway, N. J., and Baltimore. The rate from Bula to 
Pittsburgh is 22 cents and is called a reduction. From 
Briar to Olean, 30 cents, also a reduction; Bell, Briar 
and Downs, W. Va., to Franklin, 22 cents; Bula and Briar 
to Marcus Hook, 3114 cents, and Bell, Brice and Morgan- 
town to Philadelphia, 33 cents, all reductions. 


The Prairie names rates from Kansas and Oklahoma 
points to Queens and Brooklyn, N. Y., Baltimore, Phila- 
delphia, Bayonne, Bayway, Marcus Hook, Pittsburgh, 
Franklin, Buffalo, Whiting, Ind., Neodesha, Kan., Sugar 
Creek, Mo., and Wood River, Ill., of 70 cents. 

The Gulf publishes a rate of 25 cents from DeSoto 
and Caddo parishes, La., to Lucas and Port ‘Arthur, Tex. 

The Southwest Pennsylvania names Ewings, George 
town and Island Run, Pa., to Olean, N. Y., of 30 cents; 
to Franklin, Pa., of 22 cents; from Ewings, Minor, Funk, 
etc., to Philadelphia, 33 cents, all being called reductions. 

Gathering charges of 20 cents are named by the 
Eureka, Southwest Pennsylvania and Cumberland, while 
the gathering charge of the Prairie is 12 cents per barrel. 





PANAMA CANAL SERVICE. 


The American-Hawaiian Steamship Co. will inaugurate 
its regular Panama Canal service between Atlantic and 
Pacific coast and Hawaiian ports with its S. S. “Mexican” 
sailing from New York August 15. The company has 4 
fleet of 26 steamers, aggregating 260,000 tons capacity, 
which will be applied to the maintenance of a service of 
frequent and regular sailings. It is expected that the 
time of transit between New York and the first California 
port will be 18 days. 
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Directory of Attorneys 


Practicing before the Interstate Commerce Commission 


Charles Conradis 


Practices before the 
Interstate Commerce Commission 


418-430 South Market St., Chicago 
506-7-8-9-10 Colorado Bldg., Washington, D. C. 


John B. Daish 


Interstate Commerce Cases Only 
602-606 Hibbs Bldg., Washington, D. C. 


Walter E. Mc Cornack 


Formerly attorney for Interstate Commerce Com- 
mission; Counselor at Law 
Suite 956 First National Bank Bldg., 
Chicago, IIl. 


C. D. Chamberlin 


Attorney at Law, Commerce Counse] for the 
National Petroleum Association 
Rose Bldg., Cleveland, Ohio 


Richard J. Donovan 


COUNSELOR AT LAW 


Preparation of cases and trials of cases before the In- 
terstate Commerce ‘Commission a specialty; Experts on 
vailroad tariffs furnished. Correspondence invited. 


233 Broadway, New York 


H. Earliton Hanes 


Attorney and Counselor at Law, 
418 and 419 Colorado Bldg., 
Washington, D. C. 


Rufus B. Daniel 


ATTORNEY AT LAW 
INTERSTATE COMMERCE CASES ONLY 


625 Mills Building El Paso, Texas 


E. J. McVann 


Attorney and Counselor at Law 


Practice before Interstate Commerce Commission 
.and various State Commissions a specialty. 


Suite 1705 Woodmen Bldg., Omaha, Neb. 


H. R. Small 


Practices before the Interstate Commerce 
Commission 


1605-14 Pierce Bldg., St. Louis, Mo. 


B. G. Dahiberg 


COMMERCE EXPERT 


Interstate Commerce Cases 
State Commission Cases 
Expert Rate Analyses 


Watson & Abernethy 


ATTORNEYS AT LAW 
Specialists in Commerce Cases 


1601-20 Pioneer Blidg. St. Paul, Minn. 


Hal H. Smith 


(Beaumont, Smith & Harris) 
Practices before Interstate Commerce Commission 
1123-28 Ford Bldg., Detroit, Mich. 


Jean Paul Muller 


Formerly with I. C. C. and Dept. of Justice as Expert 
Acct. and Spcl. Asst. U. S. Atty. Specialty: Financial 
and Operating Anadyses, Cost of Service Tests and 
Comparisons in Interstate and Intrastate Rate Litigation. 


420-424 Woodward Bldg., Washington, ‘D. C. 


Blackmar & Bundschu 


_ Attorneys and Counselors. 
Suite 904 Commerce Building, 
Kansas City, Mo. 


Special Attention to Rate Claims and 
Practice before the Interstate Commerce Commission. 


LESLIE J. LYONS 7 HUGH C. SMITH 
former , Lyons & Smith’ Former : 


U. S. Atty. iH Asst. U. S. Atty. 
PAULE. BRADLEY. LAWYERS "otis Mm. EDMONSON. 
Mr. Bradley, formerly with Interstate Commerce 
Commission, has charge of the preparation of cases be- 
fore the Commission. 
SUITE 1003-6 REPUBLIC BLDG., KANSAS CITY, MO. 


Bishop, Carpenter & Fiske 


Transportation Experts and Commerce Counselors 
on all matters affecting Carriers and Public Utilities, 
and Practice before Interstate Commerce Commission. 

411-12-13-14-15 Panama Building, 


PORTLAND, OREGON 


Littleford, James, Ballard & Frost 


Francis B. James (Commerce Counsel and Attorney 
and Counselor at Law), in charge of Washington office, 
where E. E. Williamson (Transportation Expert and Sta- 
tistician) is associated. 

805-6-7-8 Westory Bldg., Washington, D. C. 
First National Bank Bidg., Cincinnati, O. 


BORDERS, WALTER & BURCHMORE 


555-561 Rookery, CHICAGO 


M. W. Borders 


CORPORATION, INSURANCE 
AND ANTI-TRUST LAWS 


Luther M. Walter 
Formerly Attorneys for Interstate Commerce Commission 


ALL MATT. AFFECTING CARRIERS AND PUBLIC UTILITIES 


£’'John S. Burchmore 


As a Friend of THE TRAFFIC WORLD, please mention this paper in writing to attorneys. 
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INDUSTRIAL AND TAP-LINE ORDERS 


THE TRAFFIC SERVICE NEWS BUREAU, 
Colorado Building, Washington, D. C. 


There is some grumbling and growling because the 
orders in the tap-line and industrial railway cases are so 
long on the road. They were promised in such a way as 
to lead those interested to believe they would be out 
long before the Commissioners thought of going away on 
their vacations. Nobody expected them to be far behind 
the advanced rate decision. Really the thought was that 
they would be out long before that matter came to an end. 

In the talking that is being done, the possibility of 
making progress by appealing to the courts has been 
mentioned. However, there is so little hope of expedition 
by resort to any sort of possible judicial relief that it is 
safe to say there is no likelihood of any attempts in 
that direction. 

The tap-line case has been remanded to the appro- 
priate district court in Louisiana, but that court has 
nothing to do unless a showing could be made therein 
that the Commission was proceeding in a way to indicate 
a purpose to ignore the mandate of the Supreme Court. 
Of course, there is nothing of the kind. The mere fact 
that restoration of tariffs showing divisions is not coming 
along as fast as the tap lines wish, is not ground for a 
citation to show cause. 


Tne industrial railway matter was put over in the 
Supreme Court of the District of Columbia at the request 
of the petitioning Newburgh & South Shore and the Com- 
mission on the statement that the Commission intended 
issuing an order in such form as to enable the aggrieved 
parties to make a test case in the courts. 

The summer recess is on in the courts. It would 
be hard for an attorney, it is believed, to persuade a judge 
that failure by the Commission to issue an order by a 
particular day constituted a cause for the granting of 
relief by way of a mandamus telling the Commission to 
issue an order on which further judicial proceedings might 
be based. Even if an order were issued by the Com- 
mission, by direction of the court, there would be no real 
progress, owing to the impossibility of getting action on 
an application for an injunction against the cancellation 
of through route and joint rate arrangements. 

If the trunk lines had not canceled the tariffs in 
April, the situation would be such that delay would be 
of no consequence. But the industrial and tap lines 
are in the position of the prisoner in jail. Though the 
Supreme Court seems to have said that it was wrong 
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for the trunk lines, acting on the reports of the Com- 
mission, to put them there, there is nothing in the opinion 
of the court requiring the Commission to issue an order 
releasing them and restoring them to their original status, 
instanter, or within any specified limit of time. The 
query is as to whether the decision in the tap-line case 
is equivalent to a direction that they be returned to their 
original status, if the Commission is still of the opinion 
that the divisions that existed at the time of the Com. 
mission’s reports, amount to rebating, which, the tap-line 
decision plainly says, the Commission is to prevent. 

On behalf of the Commission, it is said in an unoffi- 
cial way, the delay is unavoidable and that appeals to } 
the courts, by any of those interested, would merely cause 
a disclosing of facts tending to show that it is unavoid- 
able, wnich facts the Commission would rather not disclose, 

COMMISSION OFFICES CLOSED. 

Out of respect to the memory of Mrs. Wilson, the 
Interstate Commerce Commission ordered its offices closed 
at 1 o’clock Monday afternoon and at the same hour on 
Tuesday. The closing on Monday was on account of the 
services in the White House and the closing on the fol- 
lowing day on account of the burial services at Rome, Ga. 


POSITIONS WANTED OR OPEN 








Fxpert RATE AND TRAFFIC MAN, at present in 
charge of traffic for iron and steel] company, desires to 
make new connection with large industrial or commercial 
concern, where exceptional ability and experience are 
absolutely essential. Reliable reference. Age 31; mar- 
ried; temperate. B. A. 41, The Traffic World, Chicago, II. 


WANTED 


The first eleven volumes of the Interstate Commerce 
Commission Reports. Advise condition and lowest cash 
price, Chicago delivery, first letter. I. K. S. 27, The Traffic 
World, Chicago. 

Want Ads 








I wish to communicate with a high-class TRAFFIC 
MAN in every manufacturing city in the United States. 
Must be familiar with freight rates and interstate com- 
merce laws and have at least five years’ experience. 
Exceptional proposition to ambitious men. Splendid in- 
come. Confidential. Address Harry C. Barnes, 1218-19 
Union Trust Bldg., Cincinnati, O. 


ARTHUR B. HAYES 
ATTORNEY-AT-LAW 
COLORADO BUILDING WASHINGTON, D.C. 
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N. Y. REVOLVING PORTABLE ELEVATOR CO. sssey Gr hs 
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Chicago’s 
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Storage Warehouse 
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has one million square feet of fire- 
proof storage space. 

Short hauls for teams of city customers 
and unexcelled shipping facilities. 

Shipments made from storage over’ all 
Trunk Lines through Chicago Tunnel and 
B. & O. C. T. Ry., the CARTAGE 
CHARGES thus being ELIMINATED. 


Descriptive Booklet on Request. 
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Eight Carloads of Autos 
: V 
Only the other day a big Detroit auto manufactory got a hurry call for 
more machines from its New York agents. 
To move 30-odd automobiles—safely and with great speed—was the prob- c 
lem before the manufacturers. . 
t 
The express solved that problem. On a Monday night the unusual ship- ; 
ment was turned over to Wells Fargo & Company Express. On the Wednesday , 
morning following some of the purchasers of the autos stood on Broadway 
= ° . ‘ ‘ . r 
(gasoline can in hand) watching the machines being unloaded. j 
, rn 
Both seller and purchaser of those autos profited by the dependable, per- A 
sonal service of the express. - c 
How of your own business? Are you taking full advantage of the speedy t 
express service which is now available at lower rates than ever before? Auto H 
manufacturer, jeweler, tailor or mail-order grocer—it makes no difference what n 
your business—you owe it to yourself to examine the possibilities of the express € 
as an extender of sales. c 
C 
Apply a little express efficiency to your transportation problems. The : 
nearest Wells Fargo man will come to your assistance. : 
a 
C 


Wells Fargo & Company Express 


The Express Way is the Safe Way I 
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